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In the Record 


How To Live Beyond Your Means 


Some people can seemingly do it for years. Perhaps by a 
rather pleasant kind of legerdemain—of presumably a 
reputable, not straight pickpocket, kind. On a national scale, 
it’s more impressive (the figures are larger) but also in a 
way simpler. That’s because all the money presses (legiti- 
mate) are run by the government. Howsoever, our national 
deficit is growing—and going to grow still more. 

. - - Despite all talk of economy. The fact is, any war 
(cold or hot) costs money—and goods. In the cold war, 
it’s not the destruction of materiel, however, that keeps up 
the demand for more and more goods. It’s more likely the 
obsolescence factor—or the fear of obsolescence. 


. . . Taxes and the effects of the cold war are treated in 
“Backlogs for the Third Quarter” (page 210) and in “That 
Deficit Is Growing” (page 240). 


Honorable Sir with an Honorable Sickness 


Have you had a “creditable” sickness this year? The 
Railroad Retirement Board uses this term to describe a 
sickness that it pays for. It’s a creditable use of a credit- 
able word. It’s a better word here than credible, with its 
connotation of malingering (a disagreeable subject not men- 
tioned once in the article). Moreover, creditable has more 
connotations than credited—which the RRB might have 
chosen. For a truly creditable story on how sickness insur- 
ance works on the railroad, turn to page 222. 


Worth Your Weight in Gold—or More? 


Our esteemed contemporary and complement, The Con- 
ference Board Management Record, once ran an “In 
the Record” caption: “What’s a Dead Grandmother 
Worth?” This issue of The Business Record talks about 
how companies evaluate live executives in terms of insur- 
ance. Some are considered so valuable their companies carry 
large policies on their lives. Other men in other companies 
are not insured, although they are deemed just as valuable. 
Their companies feel that the only way is to train younger 
men to be ready to assume larger responsibilities. 

. . . THE CONFERENCE Boarp is preparing a study on how 
to train executives. Some results were published in the 
April Management Record. The larger job (a Personnel 
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Policy study) starts out talking about baseball players and 
how they are trained. The study is worth waiting for 
(well let you know when it’s ready). 

. . . In the meantime, turn to page 230 to find out about 
current company practice on insuring top executives. The 
highest amount listed in the table on page 231 is $1 million. 


A Simple Story? 


It’s almost as simple as this: we're selling less than we 
have been to the rest of the world and buying more from 
it, Of course, there are other ways of balancing international 
payments. We could be selling as much but buying more. 
And then there are those “invisible” ways—such as more 
spending by American tourists abroad. Or sending more of 
our goods over in foreign bottoms. Also, men and companies 
with money could invest more in ventures abroad. 

. . . Letting other people carry our oil exports is a matter 
currently being advanced as a means of softening some 
British restrictions. Which brings us to one of the exas- 
perating problems of doing business today—that of stringent 
government regulations of trading such as are imposed by 
most countries today. 

. . . For some of the latest developments in the world of 
exports-imports, see pages 216 and 236 and 210. 


Pushing the Clouds Down 


That is what New York City has been attempting to do. 
To what effect there is some question—although there are 
those persons who say let’s call the whole thing off regard- 
less and have some sunshine. Actually, the practical science 
of making it rain or keeping it from raining hasn’t gone 
very far. It’s one of a number of big ifs in the farmers’ plan- 
ning and often the biggest. For an early-season discussion 
of crops and the weather turn to page 234. 

. . . The article also discusses surpluses and prices. So 
too does the article on page 210. 


Productivity Begins at Home 


We had planned, as announced in Previews, to run an 
article on productivity in nonmanufacturing industries. Lack 
of space has made it necessary to postpone its publication 
to the following issue. Too much productivity! 


Business Highlights 


Backlogs for the Third Quarter 


They‘re on the Rise—and So 
Are Prices and Costs 


OST of this quarter the business focus has been 

shifting from orders to output—from sales to 
production. Now it is beginning to turn again to 
costs and prices. 

Price upswings began to become clear in late April. 
At that time, the April 29 Desk Sheet of THE Con- 
FERENCE Boarp duly noted that “price rises are begin- 
ning to mount up.” 

Quotations have risen on a variety of farm products, 
notably grains and meats. Nonferrous metals and 
steel scrap have jumped. Lumber, rubber, wool and 
other raw commodities have also advanced. And the 
rise is spreading to more finished products—from rub- 
ber to tires, from wool to blankets, from lumber to 
furniture, from copper to brass products, from zinc 
to die castings. A great many other prices have 
increased—gasoline, rugs and carpets, plate and win- 
dow glass, plumbing and heating supplies. The up- 
swing reportedly soon may even reach into such 
normally stable fabricated products as machine tools. 
Whole lines or groups of prices—and costs—have 
started to move forward, notably building materials 
and building costs. 

The extent of the commodity advance can be seen 
in the chart of wholesale price averages.! The faster- 
moving Moody’s index of a limited number of com- 
modities naturally has spurted more sharply than the 
more ponderous all-commodity index. But both 
curves make plain the start of a new trend—even if 
it may prove short lived. And experience suggests 
that the all-commodity average may follow along in 
the path of the Moody’s index of more mercurial 
commodity leaders. 


NOT ALL PRICES UP 


By no means, of course, has this advance yet 
reached the proportions of a general inflationary up- 
surge. A number of prices have still been declining 
—television sets (page 225), nylon hosiery, print 
cloths, shellac, coffee, and so on. And there are still 
important, although diminishing, margins of idle re- 
sources in the economy in general to fall back on—in 
man power, in industrial capacity, in agricultural 
surpluses. In fact, plenty of business forecasters still 
project lower price averages for later months.” 


1May is plotted at mid-month, as the monthly averages were not 
available at press time. 
*See “Business Forecasts,” p. 215. 


But the price move has gone far enough to dispel 
any complacency—far enough, perhaps, to have later 
consequences on demand, at least in some lines, such 
as home building—far enough to occasion a general 
review of resources, cost factors, supply prospects. 

Primarily, of course, the price uptrend traces back 
to the general advance in business activity. Yet, typi- 
cally, it began to take form not in 1949 when produc- 
tion was rising the fastest but only this spring when 
output began to press toward capacity. Price rises 
are the response of the economy when it begins to 
undergo pressure. From the summer of 1949 to the 
middle of this spring, averages both of all commodities 
and of industrial prices particularly ran fairly stable. 
In all this time, of course, prices inside the averages 
were churning around—some rose, some fell, and many 
reversed directions. Only recently have the increases 
outnumbered the decreases enough to turn the trend 
upward. 


EXTENT OF IDLE RESOURCES 


Margins of idle resources to absorb any further 
pressure of demand that might develop are now 
shrinking rapidly. Industrial production for May has 
already been semiofficially estimated on the Federal 
Reserve index at 190. On the face of it, that is still 
short of the postwar peak of 195 in the fall of 1948. 
But no production index is perfect. And the oft- 
discussed shortcomings possible in the use of man- 
hour data to measure production in the machinery 
and automotive industries particularly stand out 
now. . 

Sales data for these two important groups indi- 
cate a possible downward bias in the index of as much 
as five points.? 

Thus our industry already may well be supplying 
as many products to the market as in late 1948—and 


_ perhaps a bit more. As it is, industrial capacity has 
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grown in the intervening year and a half by 5% to 
10%. And on that count we are not so close to over- 
all limits as we were in 1948. No one has, indeed, inti- 
mated that we are. Yet industrial activity is closer 


1There are other technical questions, too, about the index as a 
measure of supply—the downward bias in cotton poundage consumed 
in producing yards of textiles, and the similar bias in the strong 
weight given to crude oil output as a measure of petroleum products at 
a time when crude oil exports are falling and imports rising (page 236). 
Some of these technical difficulties are unavoidable and may arise 
only from employing an index of production as a measure of supply. 


to capacity right now than many observers deemed 
likely or even possible three months ago. What’s 
more, pressure and production in many lines—auto- 
mobiles, steel, and especially building materials—are 
much higher than any over-all comparisons of in- 
dustry output or capacity can show. 


LABOR IN DEMAND 


Similarly, we are beginning to use up most of our 
idle man power. Unemployment in early April de- 
clined to 344 million again, and both the seasonal 
trend and the business upswing could be expected to 
have reduced it further through late May. Indeed, 
last month’s unemployment may have fallen below 
the May, 1949, figure of 3.3 million. If so, it would 
be the first monthly figure to dip below the year- 
earlier level since late 1948. 


Commodity Prices Spurt 


Mmooodr's 
DAILY INDEX , 
ALL (DEC. 3/,1931=100) § 
RIGHT SCALE—> 2 


at 


WHOLESALE 


Note: May, 1950, as of mid-month. 
Sources: Bureau of Labor Statistics; Moody’s Investors Service; 
Tue CONFERENCE Boarp. 


Even part of this slack in the spring labor market 
may be taken up by the seasonally rising tempo of 
agricultural work. For farm employment had been 
running more than half a million lower than a year 
ago, in part owing to the delay in spring planting. As 
for nonfarm employment, the Census Bureau (which 
also reports unemployment) shows it higher than a 
year ago. The Bureau of Labor Statistics shows it low- 
er. This discrepancy may be owing to statistical errors’ 
—or it may mask some growing needs for labor. The 
number idle for fifteen weeks or more—the “hard 
core” of the unemployed—has risen to a new high of 
1.2 million (mostly men); yet almost a million more 
women have found new nonfarm jobs in the past year. 
These trends may only reflect a shifting of job op- 


1There are sampling variations in both series. Census surveys 
households, BLS obtains reports from employers. 
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portunities in the past year—or it may mean that the 
less efficient and less productive have been left behind. 

All this suggests that the reserve of man power is 
conceivably, at least, lower than we think. The fig- 
ures give none too certain indications of labor supply 
and demand. That will be true especially in summer 
—starting this month—when youngsters vacation 
from school, seek temporary jobs, and expand the 
roster of the “unemployed.” While the statistics con- 
sequently may seem to suggest a loosening labor mar- 
ket in the summer months, personnel men may be ex- 
periencing increasing difficulty in locating able, skilled, 
and efficient man power. That can mean pressure on 
costs. These, at least, are possibilities which the re- 
cently rising price trend dictate be taken under con- 
sideration. 

What is true of industrial capacity and man power 
is likewise true of the farm-crop surpluses, as the 
analysis on page 234 points out. So far, the weather 
has been unfavorable for major crops after plantings 
were already reduced by federal restrictions. Normal 
yields, supplemented by surplus crop carry-overs, 
could be considered adequate to meet prospective de- 
mands. But should bad weather produce really short 
crops, most of our crop surpluses might be needed to 
cover consumption plus export needs. 

This calls for mention of the possibility that 
the springtime rise in the cost of living might con- 
tinue. And that naturally swings the discussion into 
the area of the contract settlement between General 
Motors and the auto workers’ union. Labor gains in 
this case—along with some other recent increases, 
such as that in coal—may prove the basis for a 
fresh wave of wage demands for 1950-1951. 

Labor costs from the last round have, as it is, been 


Industrial Wages and Prices Advance 
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placing some pressure on industrial prices in recent 
months (see chart). The wage curve turned up late 
last year after a period of stability during most of 
1949. And industrial prices have begun to turn up, 
too. 

Wage and price boosts some months ago in steel 
gave the sharpest example of the tie-up between the 
two. Indeed, from the standpoint of labor costs, the 
wage curve should be at least a couple of per cent 
higher than shown—because the Bureau of Labor 
Statistics does not count pensions and similar costs 
in the hourly earnings figures. 

Increasing output per man-hour, of course, works 
to lower labor costs. Its effects over the past two 
years appear plainly from the wage-price chart com- 
parison: industrial prices are down while wages are 
up. The difference in the two trends amounts to 
possibly 8% or 10% in the two years, which accords 
fairly well with rough measures of how much produc- 
tivity in industry increased in that time. Inexactitude 
of all the basic statistics involved certainly allows no 
more precise estimates. 

But both increasing productivity and increasing 
capacity in industry are mild, moderate, and gradual 
factors working on the side of lower prices. In the 
short run, they hardly counterbalance marked hikes 
in either wages or demand. 

As for boosting demand, the chief longer-range 
factor operating towards potential inflationary pres- 
sure is government spending—and the government 
deficit. Recent over-all cuts voted in the House 
appropriations bill raise hopes of a more economical 
federal budget. Hopes earlier this spring for substan- 


1See May Business Record, pp. 191 to 208, and February Business 
Record, p. 60. 
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tial economy had begun to fade in the face of Con- 
gressional votes for various domestic expenditure 
measures in an election year. And it is too soon to 
say if the budget trimming approved by the House in 
general terms will be translated by executive action 
into specifically lower outlays. (See pagé 240.) 


MORE CUSHIONS TODAY 


Cold-war budgets, in any case, loom as the major 
item for potential step-ups in spending. An increase 
in the domestic funds for national defense of about 
a third of a billion dollars has already been tentatively 
voted, and most proposed changes in that budget run 
to higher (not lower) expenditures. At last month’s 
London conference, Secretary Acheson discussed 
again, and more fully, plans looking to the strength- 
ened defense of both western Europe and southeast 
Asia. 

The demands of foreign nations on us for contribu- 
tions to those defense operations run well above 
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what we have thus far agreed to grant. General 
Bradley has discussed costs of Europe’s rearmament 
in dimensions as large as the Marshall Plan totals. 


_ Aid plans for southeast Asia so far have to be made 


out of two funds which total a shoestring $175 million. 

Whether (or when) any requests will be made— 
or granted—for larger aid funds to back “total 
diplomacy” may well hinge on political developments 
both at home and abroad. These include Russia’s own 
behavior. But certainly most of the talk about re- 
visions in budgets for defense aid abroad has been 
phrased in larger rather than smaller outlays. 

Most business observers agree that none of these 
facts is likely to bring about another inflationary up- 


June, 1950 


BUSINESS RECORD 213 


swing. At best, the situation today is only remi- 
niscent of what it was three years ago when summer 
brought (1) a short corn crop, (2) a new pattern- 
making wage boost in coal, and (3) the Marshall 
Plan, and, later, a domestic defense step-up. These 
were then followed by another burst of inflation. 
In 1950, we have many more cushions than in 1947 
against inflationary pressures—much larger crop sur- 
pluses, more stable living costs and wage rates, and 
clearly greater reserves of both industrial capacity 
and man power. That is why springtime price rises 
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have thus far engendered so few forecasts of further 
inflation. It would take a conjunction of several fac- 
tors such as short crops and larger cold-war outlays 
to touch off a repetition of 1947-1948 price trends. 
Today, that is only a long-shot possibility. 

However, the price pressures cannot be ignored 
even for the short run. For one thing, many factors in 
the situation encourage businessmen to expand in- 
ventories. These have been rising in recent months, 
but not at so fast a rate as in 1947-1948. Should a 
further speed-up in inventory accumulation develop, 
it would exacerbate the pressures in the economy. 

Also, a mild or partial price uptrend might well 
continue. Strength of demand has forced the start 
of one, for example, in construction. Inventory build- 
up might spread it more generally. 

Some forecasters fear a decline in demand as a 
more serious possibility than further inflation—and 
rising prices, even for a short time, might help pre- 
cipitate some such sudden letdown in buying. Early 
this year, consumers in general reported that they ex- 
pected lower prices through the year for durable 
goods such as homes,! and they may not respond 

1Federal Reserve survey of consumer-buying intentions. 
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favorably if prices rise instead. Such a slowdown in 
buying in 1948 helped touch off last year’s mild re- 
cession. 

In final assessment, it is much too early to appraise 
the various possibilities inherent in the new price 
trend. For the moment, it is enough to trace them 
—and to repeat that “the area of prices is the thing 
to watch.”? 

Meanwhile, orders and sales have continued prom- 
ising. 

Basic heavy industries are in an unusually enviable 
position—autos, housing, other construction, machin- 
ery, and steel and other materials. They have piled 
up backlogs of demand which will provide activity 
for months to come. The backlogs do not insure that 
some or many of these lines may not flatten out or 
even let down. There is no way today to say how 
good car sales will be in the third quarter, or housing 
starts, construction contracts, machinery orders, steel 
consumption. 


HEAVY FORWARD ORDERS 


But there is enough business already in hand to 
provide a cushion—a short-run prop—for activity in 
the third quarter. And if sales, starts, contracts, 
orders should hold up or rise, the present backlog 
would act as further reason to step up operations. 

“Feature of the business scene in 1950” is the up- 
turn in capital goods, just as Taz CONFERENCE Boarp 
suggested at the end of last year when it first noted 
the rise in machinery orders and raised the query if 
those early figures indicated a new trend.” 

Machinery makers during the first quarter rolled 
up the first increase in their order backlogs since 1947 


IMay Business Record, p. 172. 
2Weekly Desk Sheet, Dec. 31, 1949. 
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Stock prices are up... 


1946 
Dollar Price Per Share 


(see chart). The rise amounts to a third or less of a 
single month’s sales, but the uptrend appears to have 
continued at least through part of this quarter. Now 
both output and sales this quarter have advanced 
from first-quarter levels—and the higher backlogs 
provide a firm base for activity in machinery beyond 
mid-year. 
BACKLOGS BUILD UP 

Industry is revising upward its plans for capital 
expenditures in the second half. Some 20% of the 
first 150 companies tabulated in THe CoNFrrRENCE 
Boarp’s monthly survey of business opinion have 
done so (30% of the companies answering the ques- 
tion). A Business Week recheck of companies in its 
survey of expenditure plans suggests that 1950 plans 
now total 7% larger than they did at the start of 
1950. 

This accords with the trends in machinery orders 
and backlogs, of course. For usually, capital outlays 
trail sales and production in machinery lines—by as 
much as a quarter-year behind man-hour activity in 
the industry. It takes that long before new machines 
started are completed, sold, delivered, and paid for. 
Hence capital outlays in the third quarter—one 
quarter later than activity—can be expected to run 
at or above the level for the first half, seasonally ad- 
justed. 

Indeed, any continuance of the uptrends in ma- 
chinery orders, backlogs, output, and sales would 
mean higher activity in capital goods in the second 
half than in the first half. It is too early yet to say 
that will actually occur—because the statistics earlier 
had indicated a second-half downtrend—but the new 
trend is certainly favorable. 

In autos, it is a case of replenishing dealers’ stocks. 
They were depleted late in 1949 when sales ran high 
and model change-overs reduced assemblies. Owing 
to high car sales all this year, there has been little 

1See |April Business Record, pp. 136-139. 
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but dividends have grown... so yields are still high 
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chance until now to rebuild them. Now, car makers 
must not only plan on restoring those inventories to 
normal, but they must also figure on accumulating 
adequate stocks to meet possible demand when the 
next change-over curtails production. 

New-model plans fall in the class of trade secrets, 
of course. But considerable orders for tools for new 
models have been placed and more planned, with en- 
gine changes in particular mentioned as a reason. 
Announced intentions of Nash, Kaiser-Frazer and 
Willys to produce a cheaper low-priced car may also 
be a factor in competitive plans. In any case, work 
on a number of 1951-model changes is already well 
progressed. 

Only new records for summer sales could assure 
continuance of the current record rate of more than 
600,000 passenger-car assemblies a month. Needs for 
rebuilding stocks cannot alone assure high output. But 
they do call for 10% to 20% more cars to be made 
than sold over coming months. And that is an un- 
usually substantial factor. 

In the case of housing, record starts this quarter 
already suggest good business ahead for a number of 
lines. New homes begun in April reached a record 
126,000, topping March’s 110,000 former high. Field 
reports and contract awards through much of May 
indicate continued good activity. One bolstering fac- 
tor is the number of applications for rental building 
still clearing under extension of the expiring section 
608 of the National Housing Act. 

It has been taking an average of three months or 
more to complete homes that are started. That 
means March housing starts will be completed this 
month, April’s in July, and May’s in August—in 
general and on the average. So the record housing 
already started means plenty of activity for coming 
months in home building and in building materials— 
and also a boon through the third quarter to home 
furnishings and home appliances. 
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Increasingly, the more important question is how 
well the construction lines are or can become geared 
to handle this record housing demand if it continues. 

Nonresidential building is also picking up. Not 
only is activity rising, but new contracts have climbed 
to new highs. And actual work on nonresidential 
projects stretches out even longer after the initial 
contract than in the case of home building. Hence, 
activity usually follows the trend of contracts some 
months later. (See chart.) And April nonresidential 
contracts set a new postwar high, according to F. W. 
Dodge Corporation data (see chart) 

What’s more, new projects are being planned even 
faster than contracts are being let. Engineering 
News-Record compiles data on the backlog of pro- 
posed “industrial” building—including a variety of 
nonresidential work besides factory plants. Projects 
that turn into definite contracts are subtracted and 
newly proposed work added. This backlog has also 
been rising this year. 

One direct result: orders for structural steel shot 
upward in March, so backlogs of unfilled orders have 
grown. 

Several sources are feeding this building advance. 
Publicly financed projects have been running ahead 
of last year for some time. More of the pickup now 
arises from commercial building, some of which ties 
in with the home-building boom. Too, factory proj- 
ects appear to be reviving again. 

With production plans pitched high by the pressure 
of these backlogs in both capital goods and consumer 
durable goods industries, it is no wonder that heavy 
forward orders are being placed for steel, nonferrous 
metals, and other materials, thus building these in- 
dustries’ backlogs, too. But the mere fact of back- 
logs and forward orders still does not signify that all 
the current production of materials—particularly of 
steel—is being consumed. Much of it is still protec- 
tive buying to increase strike-depleted steel inven- 
tories, to avoid being caught short in case demand for 
_ and production of durable goods—and so consump- 

tion of steel—should increase further. 


GETTING ON THE BAND WAGON 


The pileup in steel orders has been described as a 
“band-wagon effect”—once enough steel consumers 
start purchasing for inventory so that supplies and de- 
liveries tighten, other consumers are forced into the 
frantic bidding, in self-protection. Whatever the 
reasons, however, the rise in orders has turned steel- 
men more optimistic in their own forecasts of the in- 
dustry’s activity. They now talk in terms of capacity 
output through the third and even the fourth quarter.” 


1The March figure was higher than April, but only by reason of a 
single large federal defense contract that differs from the awards 
usually included in the data in that the contract covers the cost of 
some equipment, as well as of the building, and stretches far in 
the future. 

2See “Business Forecasts,” beginning in other column. 


Expanding operations have meanwhile improved 
the earnings picture (see page 227). Profits have 
picked up almost as much as stock prices—at least 
for the group of 200 corporations charted below. 
Their price-earnings ratio was 7.9 in 1949. Today, 
prices of these stocks are perhaps nine times earn- 
ings. Back in the second quarter of 1946—the pre- 
vious bull-market top—it was over fifteen. 

Past earnings are hardly much of a factor in a stock 
market which supposedly looks to the future—except, 
possibly, as they may provide some clue to dividend 
policy. This may be particularly true in the 1949-1950 
stock price rise, which has been widely termed “an 
investors’ market.” 

Average earnings for the 200 stocks in the first 
quarter were some 1.8 times dividends. The earnings 
average for 1949 as a whole was $5.93 as compared 
with a current dividend rate for the 200 stocks of 
$3.29. The earnings average once ran as high as $6.47 
back in 1948. In 1946, it was $3.48. 

Just how significant these comparisons are for the 
current stock market is another matter. The rise in 
dividends over recent years has kept stock yields 
fairly high, comparatively speaking (see charts). 
And the level of earnings appears favorable in com- 
parison with that of dividends. But these are only a 
couple of the factors that underlie stock-price be- 
havior. 

It could equally well be cited that, in recent years, 
stocks have sold off just when commodity prices rose. 


SANFORD S. PARKER 
Division of Business Economics 


Business Forecasts 


Raymond Rodgers, professor, New York University (in 
an address to the Florida Bankers Association, May 10)— 
“The average level of business activity for 1950 should be 
a little higher than 1949. The fourth quarter, however, 
promises to be somewhat lower; moreover, the present very- 
long-range outlook for the first half of 1951 is for still less 
satisfactory business activity.” 


National City Bank (Monthly Letter, May)—‘“As the 
facts already indicate, the recovery is still under strong 
momentum. It seems apparent that confidence in the out- 
look for the second half-year has improved. . . . On the 
other hand, if a poll of opinion were taken, most business- 
men would probably cite some reasons for a conservative 
view.” 

Joseph L. Snider, professor, Harvard Business School (in 
a talk before the Investment Association of New York, 
April 13) —“The short-run outlook . . . is signally reassur- 
ing. . . . And although we may have problems—and 


(Continued on page 226) 
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HE foreign trade gap is narrowing. The excess 

of merchandise exports over imports was $5.4 
billion last year. The first quarter’s trade returns are 
now in, and, on an annual basis, the export surplus 
was cut to $2 billion. 

The final figure for the year is not expected to re- 
verse the downswing from the $9.7 billion excess reg- 
istered in 1947: A recent government estimate places 
it at about $3 billion for 1950. 

The first-quarter change has to a greater extent 
been caused by a drop in exports than by a rise in 
imports, although both trends have been in evidence. 
From 1947 through 1949, exports declined as much as 
$3.3 billion while imports rose by only $900 million? 
This downward export movement was reinforced in 
the first quarter by a drop of more than $900 million 
from the same quarter of 1949. At the same time, im- 
ports rose over $100 million. Thus the gap decreased 
from $1.5 billion to $500 million from the first quarter 
of 1949. 

In March, the last month of the quarter, the gap 
did increase slightly, but even then the spread was 
$200 million compared with $550 million in March, 
1949. 

A movement in this general direction is only to be 
expected since: 


1. The continuing rehabilitation of foreign econo- 
mies after the war is diminishing their need for Ameri- 
can supplies. 


2. By the same process, available supplies for the 
United States to import are increasing. 


3. The scale of United States government financial 
assistance to foreign nations has tapered off. 


4. American tariff barriers have been reduced. 


Within the past year, a number of other factors 
affected the situation. When the gold and dollar re- 


1From 1947 to 1948, imports rose $1.4 billion. They declined 
in 1949. 
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The Foreign Trade 
Pattern Shifts 


serves of the United Kingdom were running out in 
the first half of 1949, the British ordered a 25% cut 
in imports from the dollar area. The sterling area 
countries followed suit, and the full impact is proba- 
bly only now being felt. 

Then the British, on September 18, 1949, decided 
to devalue, and more than thirty other currencies 
went at least part way along. This immediately meant 
that, on the whole, Americans could import more 
cheaply from such countries, and that our exports 
would be more expensive for them to buy. 

Tue ConrerENcE Boarp at that time calculated 
that about 55% of our export trade and about half 
our import trade was with the devaluing nations. 
Since a number of other currencies have been de- 
valued since that calculation, the figures are now 
several per cent higher. Thus the amount of United 
States trade directly affected by these moves was 
considerable. 


EFFECT OF DEVALUATION 


The International Monetary Fund estimated that, 
because of devaluation, the costs of American exports 
to its trading partners were increased by an average 
of 16%. American imports from all sources, on the 
average, became 13% cheaper. The IMF goes on to 
show that exports from the most important devalu- 
ing countries tended markedly to shift to the United 
States after the devaluation. Imports shifted away 
from the United States.2 The contraction of American 
exports implied in these figures is confirmed by United 
States data, for our exports have, on the whole, been 
dropping since September, 1949. 

There have, in addition, been some important in- 
direct effects of devaluation. For one thing, devalu- 
ation placed American exports at a disadvantage in 
areas such as Canada and Latin America. These 
areas can buy relatively more cheaply from Western 


Europe and other nations that have devalued, or have 


devalued more than they.* 

Even before devaluation, the Latin American re- 
publics were steadily cutting down on their buying 
since their heavy gold and dollar losses in 1947. Our 
exports to Canada dropped noticeably in the past 

In Road Maps of Industry, October 14, 1949, No. 720. 

2International Financial Statistics, January, 1950, pp. 8 and 9. 
The estimates were based on the distribution of trade in the first 
half of 1949. 

3International Financial Statistics, April, 1950, pp. 4 and 5. 


4Canada and some of the Latin American countries are also in 
the devaluing group. 
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quarter, which may presage a general shift in Cana- 
dian buying. Canada and Latin America account for 
about 40% of our total exports, and both have now 
developed export surpluses in relation to the United 
States. The Philippines have imposed new restrictions 
on United States imports because of the decline in 
gold and dollar reserves. In the first months of 1950, 
their imports from this country shrunk to almost 
half the 1949 monthly average. 


Still another development has entered the picture. 
Some countries are now attempting to rebuild their 
gold and dollar reserves, into which they were forced 
to dip heavily in order to finance imports from the 
United States in past years.? With supplies from non- 
dollar countries made more attractive by devaluation, 
nations have not been spending their dollars or gold 
as soon as obtained. Britain increased her reserves?® 

See Monthly Review of Credit and Business Conditions, Federal 
Reserve Bank of New York, April, 1950. 


*See “Foreign Gold and Dollar Holdings in 1949,” Federal Reserve 
Bulletin, March, 1950. 


’The “true” surplus rose by $40 million. ECA financing of $229 
million and a Canadian credit of $27 million enabled Britain to 
accumulate the remainder. 
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by almost $300 million in the first quarter, partly be- 
cause the sterling area sold more to the United States 
than it bought (see chart below). And Latin Ameri- 
can countries have been using their dollar earnings to 
pay commercial debts in the United States. 

Part of the recovery in imports stems from the short 
recession of last year, when our purchases of raw 
materials from abroad, which bulk so large in our 
import totals, were reduced. Some of the increase 
may also be due to the greater attractiveness of im- 
ports owing to the foreign devaluations. The actual 
rise is somewhat understated just because the de- 
valuation has cheapened the dollar value of imports 
from some of the most important countries. That is, 
the volume of imports, as opposed to dollar totals, has 
probably risen more than the money figures show. 

The major increases in imports, since the middle 
of last year, have been from the sterling area, Latin 
America, Asia and Oceania, and Africa (see chart) .1 
This suggests that the most apparent rises in imports 
have been in raw materials—and not in competitive 


1There is some duplication in these data in the case of countries 
which are both in the sterling area and classified in Africa, and 
Asia and Oceania. (Africa is not shown in the chart.) 


Our Customers Are Now Buying Less—But Selling Us More 
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manufactured commodities. Even among the raw shoes, and knit gloves, about which the domestic in- 
materials, however, competitive problems are arising dustries affected have voiced concern, do not com- 
—notably in petroleum! and in nonferrous metals, prise the major portion of our total dollar imports. 
where higher tariffs have recently been advocated. The impact of foreign competition in such fields is 
Trends for some of the major import categories specific to the industry and local area concerned, and 
for food and industrial supplies are shown in the chart is not readily apparent when foreign trade as a whole 
on this page. Hesitancy or downswing in the middle is analyzed. 
quarters of 1949 is shown in most cases. Since then, This expansion in our imports has only been slight, 
the most spectacular recovery has been in coffee— compared with the sharp drops in our major export 
the most important single import, dollarwise—largely categories. Automobiles and textiles have been on 
because of higher prices. The upward surge in the dol- the downgrade ever since the second quarter of 1947. 
lar value of wool imports is similarly striking. (The Most of the others have declined markedly since 
ten commodities shown in the chart account for about at least the middle of 1949. The catch-all “other” 
half of total current imports.) groups of both agricultural and nonagricultural prod- 
The competitive finished and semifinished imports, ucts experienced the sharpest declines. 
such as hat bodies, wool textiles, watch movements, As a result, machinery is now our largest group of 
1See story on page 236, exports. But even its volume has been falling—by 
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The Export Dip Hits Almost All Lines 
Millions of Dollars 
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25% from the high in the second quarter of last year Whereas, in 1947, the two catch-all groups of “other” 


to the first quarter of 1950. ' agricultural and nonagricultural products accounted - 
Only raw cotton, of all our major export groups, for $7.5 billion of exports (50% of the total), today 
has recently shown great improvement, and, in fact, they are down to a rate of only $3.4 billion a year 
is now at a postwar high. The revival of foreign tex- (35% of the reduced export total). Textiles, mean- 
tile industries, ECA assistance, and the very fact that while, have fallen from 9% of all exports in 1947 
this country is the world’s foremost supplier, account to only 4% today, and automobiles have dropped 
for this exception. The increase of textile output slightly from their 7% share. Cotton has climbed 
abroad, however, means that our own textile exports from a proportion of only 3% in 1947 to a current rate 
have suffered. of 138%, and machinery has risen from 15% to 20%. 
While the aggregate of our exports has slumped, 
various products have fared differently, and conse- Lawrence A. Mayer 
quently the composition of our exports has changed. Division of Business Economics 
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Labor Economics 


Wage Floors by Walsh-Healey 


REVIEW, by the Department of Labor, of pre- 
vailing minimum wages based on the Walsh- 
Healey (Public Contract) Act of 1936 may prove 
more significant to industry than the Fair Labor 
Standards Act amendments of 1949.1 
Such a move is already under way in eighty indus- 
tries, according to the Secretary of Labor, Maurice 
J. Tobin. Minimums under this infrequently dis- 
cussed Walsh-Healey law can be as high as the Secre- 
tary finds “prevailing.” They may be higher than the 
Congress-set FLSA minimum of 75 cents. In fact, 
they are already higher than 75c in seven industries— 
and any firm in these industries wishing to secure 
a federal government contract of $10,000 or more 
must pay the higher minimum. [If it chooses other- 
wise, it can do without the contract. 


THE ACT ITSELF 


The Walsh-Healey Act was enacted to fill the 
hiatus in minimum-wage-maximum-hour legislation 
that had been created when the United States Su- 
preme Court voided the NRA. Briefly, it sets certain 
conditions which must be included in all contracts 
“for the manufacture or furnishing of materials, sup- 
plies, articles and equipment in any amount exceed- 
ing $10,000” which are let by “any executive depart- 
ment, independent establishment, or other agency” of 
the Federal Government. These conditions, with 
minor exceptions are: 


* Payment by the contractor to his employees 
of a minimum wage not “less than the minimum 
wages as determined by the Secretary of Labor to 
be the prevailing minimum wages for persons em- 
ployed on similar work or in the particular of simi- 
lar industries or groups of industries currently op- 
erating in the locality in which the materials, 
supplies, articles or equipment are to be manu- 
factured or furnished. . . .” 


* Payment of time and one half for all daily 
work hours over eight and all weekly work hours 
over forty. 


® Elimination of all child labor (under sixteen for 
males, under eighteen for females) and of all convict 
labor. 


¢ Maintenance of safe and sanitary working con- 
ditions. 


See “The New Minimum Wage Law,” The Business Record, 
February, 1950. 
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Certain financial penalties are set for violation of 
these provisions. Administration and enforcement is 
vested in the Secretary of Labor. Initially, the Secre- 
tary established a Public Contracts Division in the 
Department of Labor to administer the Walsh-Healey 
law. In 1942, this division and the Wage and Hour 
Division, which administers the Fair Labor Standards 
Act, were merged. 


| “ABOVE MINIMUM” MINIMUMS | 


A prime argument advanced for raising the mini- 
mum wage of the Fair Labor Standards Act from 40 
cents to 75 cents an hour, particularly in trade union 
circles, was the alleged need of a floor to maintain a 
high wage structure in depressed periods.1 For seven 
industries, however, the legal wage floor today is not 
the 75-cent minimum established by the recent amend- 
ments to the Fair Labor Standards Act but higher 
minimums set by the Secretary of Labor. (See table.) 

In addition, two industries (aircraft and chemical 
and related products) have gone through the hearing 
stage of Walsh-Healey proceedings, and new mini- 
mums may soon be established for them. Among 
other industries now being investigated are batteries, 
drugs and medicines, flour and cereals, luggage and 
leather goods, pulp and paper, and scientific and 
surgical instruments.” 


WALSH-HEALEY IMPACT 


In the early Forties, a member of the Public Con- 
tracts Division once described the $10,000 exemption 
as “a hole big enough to drive a destroyer through.” 
However accurate the description then, it is out- 
moded today. For $10,000 has so shrunk in pur- 
chasing power that the Walsh-Healey law tends to 
cover most government procurement. Moreover, first 
the fighting war and then the cold war greatly ex- 
panded government purchases. The Walsh-Healey 
law is now a wage regulator that few manufacturing 
industries can afford to ignore. 

Perhaps the most significant aspect of the Walsh- 
Healey law is the complete latitude granted to the 
Secretary of Labor in setting minimums. So long as 
the Secretary publishes his determinations prior to 

1See “Minimum Wages and Employment,” The Business Record, 
April, 1950, pp. 141-147. 


*Information from Wage and Hour and Public Contracts Division, 
Department of Labor. 


the letting of a contract, his findings are final and con- 
clusive. And, unlike the provisions of the FLSA, 
Congress has not seen fit to set a ceiling on Walsh- 
Healey wage floors. The result in some industries has 
been a union—Walsh-Healey wage see-saw. As wages 
go up, so does the Walsh-Healey floor, which in turn 
tends to bolster union demands for higher wages. 
And that, in turn, leads to higher wage floors as indus- 
tries are resurveyed. 


CALCULATING METHODS 


There has also been some controversy about the 
methods used to establish Walsh-Healey minimums. 
Such controversy does not extend to all industry. In 
the pressed and blown glassware industry, for ex- 
ample, the common labor wage for the lowest occu- 
pational group set by the National Association of 
Manufacturers of Pressed and Blown Glassware and 
the American Flint Glass Workers’ Union (AFL) 
has been adopted as the prevailing minimum. 

In other industries, however, there is no such uni- 
formity. Instead of one dominant union, there may 
be several, or the industry may be only partly union- 
ized. Job titles and descriptions vary. And the 
number of persons in the lowest wage classification 
may be very few. To determine the prevailing mini- 
mums under any of these conditions is often difficult. 

Consider the problem when the number of persons 
in the lowest wage classification (excluding learner or 
auxiliary workers for whom special minimums can be 
set) are few. Should prevailing minimums be fixed 
as the average of this classification? Certainly the 
language of the law supports such an interpretation. 
But the law is not clear. 

At least in the past, however, prevailing minimums 
have often been established by use of a frequency 
distribution without regard to job classification. For 
example, the Bureau of Labor Statistics might send 
out a questionnaire to plants in the industry ask- 
ing for information on the number of persons in each 
wage bracket: 57-80 cents, 81-85 cents, 86-90 cents, 


1{nformation from Wage and Hour and Public Contracts Division 
Department of Labor. 


Walsh-Healey Minimums Are Higher Than 
75 Cents in These Industries 


Source: Department of Labor 
Industry Minimum Wage 


Tron and steel 


Textile (primarily cotton)? 
Woolen and worsted? 


1Minimum varies on regional basis. __ 
2Lower rates for learners and/or auxiliary workers. 
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91-95 cents, 96-100 cents, etc. The information is then 
tabulated to show the number of employees in the in- 
dustry in each grouping; and the prevailing minimum 
is then established on the basis of what might be called 
the “minimum modal concept.” Thus the bottom rate 
in the wage bracket, in which the first significant clus- 
ter of workers are found, may be set as the prevailing 
minimum. 

The objection to the minimum modal concept is 
that it tends to eliminate from consideration the low- 
est wage classification when it includes only a few 
workers. Then the minimum modal group is com- 
posed of higher wage classifications, perhaps semi- 
skilled personnel. The net result is an upward bias 
to the prevailing minimum, which pushes up the 
actual plant wage floor. 


EFFECT ON WAGE STRUCTURE 


Whatever the method used, Walsh-Healey mini- 
mums affect the entire wage structure. As wage mini- 
mums rise, so do wage maximums—and all the rates 
in-between—since differentials between skilled and un- 
skilled tend to be maintained. Higher Walsh-Healey 
minimums—which go up as union scales go up— 
mean not only higher wage floors and greater wage 
rigidity in the downward direction. They also mean 
greater pressure for wage increases as well. 


Hersert R. NortuRup 
Division of Business Economics 


Business Book Shelf 


Uniform Accounting Manual for the Electrical Manu- 
facturing Industry—The seventh edition of a manual 
designed to cover accounting developments in recent years 
and to provide the framework for developing sound account- 
ing practices within the electrical manufacturing industry. 
Included are the classification and definition accounts, 
accounting for plant and equipment, and a comprehensive 
treatment of cost accounting. Special features of this 
edition are the analysis of cost variances and the treatment 
of financial and operating ratios. Tables and exhibits are 
distributed throughout the manual. National Electrical 
Manufacturers Association, New York, 1949. Price, $12.50. 


Preparation and Certification of Financial Statements 
—aA volume devoted to current problems in preparing and 
certifying informative and dependable financial statements. 
Primary emphasis is on the most acceptable methods of 
presentation and disclosure in the light of the official pro- 
nouncements of the American Institute of Accountants and 
the Securities and Exchange Commission. Special atten- 
tion is given to some of the more difficult controversial 
problems facing the accounting profession today. By B. 
Bernard Greidinger, Ph. D., C.P.A., The Ronald Press Com- 
pany, New York, 1950. Price, $6. 
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Railroad 


Number of beneficiaries and average amount of benefits per beneficiary, classified accord- 


ing to first sickness in benefit year 1948-1949, 


IVE TYPES of compulsory protection combine 

to make the railroad employee the most “secure” 
of all American workers. The hazards against which 
he is insured are death, old age, permanent disability, 
unemployment, and sickness. The first three of these 
make up the railroad retirement system. Unemploy- 
ment and sickness insurance are coordinated under 
the Railroad Unemployment Insurance Act. 

Railroad sickness insurance—which will be three 
years old on July 1—offers valuable statistics on the 
operation of a temporary disability benefits program. 
Numerous state legislatures will be debating the 
merits of such a program this year. While a few 
states already have plans in operation, the body of 
data compiled by the Railroad Retirement Board is 
more extensive than that available from the state 
agencies. 


WHAT’S IN THE LAW 


The Crosser amendments in 1946 added sickness 
benefits to the railroad social security program, in 
addition to expanding other phases of it. As in the 
two states that had previously adopted insurance 
against temporary disability (Rhode Island and Cali- 
fornia), administration was turned over to the un- 
employment insurance system. However, unlike the 
state plans, the railroad employee was not required 
to make any contribution to the program. The 3.0% 
unemployment insurance tax, payable completely by 
the employer, was designated as the source of funds 
for sickness benefits as well as for unemployment 
benefits. In 1948, this tax was cut to 0.5% by adop- 


(Source: Railroad Retirement Board) 


tion of a sliding scale of taxes, the rate of which each 
year is determined by the amount of money in the 
reserve on September 30 of the preceding year. So 
long as the balance exceeds $450 million, the tax rate 
will remain at 0.5%. (See Table 1.) On September 
30, 1949, the balance was almost twice the amount re- 
quired for this rate to be effective. 


Table 1: Employer Pay-roll Tax for Unemploy- 
ment and Sickness Insurance 


Source: Railroad Retirement Board 


a Rate fou 
‘ollowing Year 
(% of First $300 


of Monthly 
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(Millions of Dollars) 


Like unemployment benefits, sickness (including 
maternity) benefits are payable during a benefit year 
(July 1 to June 30) to workers who have earned at 
least $150 in railroad employment in the base year 
(the calendar year preceding the beginning of the 
benefit year). Benefits are payable on a daily basis at 
nine different flat rates, which vary from $1.75 to 
$5.00, depending on the base-year compensation. (See 
Table 2.) For maternity, the first fourteen days of 
the maternity period and the fourteen days following 
the birth of the child are paid at one and one-half 
times the regular rate. 
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Except for maternity benefits, payment is made 
for each day of sickness over seven in the first four- 
teen-day registration period, and for each day over 
four in any subsequent registration period in the 


Table 2: Sickness Insurance Benefit Rates 
Source: Railroad Retirement Board 
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same benefit year. Maternity benefits are paid for 
each day in a 116-day “maternity period.” Benefici- 
aries may collect, for each type of benefit, up to 
130 times the daily benefit rate in a benefit year. 
This provides benefits for twenty-six weeks of sick- 
ness after the seven-day waiting period, and for sixteen 
and a half weeks of maternity. Days of maternity 
are in addition to other sickness days. Likewise, sick- 


Monthly Benefit Payments to Railroad Workers 
Source: Railroad Retirement Board 
Millions of Dollars 
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ness and unemployment insurance are computed sepa- 
rately. A qualified worker may thus collect benefits 
for a full year (one-half year for each risk) if he 
meets the eligibility requirements. 

By the end of thirty-two months of operations, 
railroad employees had received $77.4 million in sick- 
ness benefits. Payments are currently running at the 
rate of $30 million a year. There was a substantial 
growth in the sickness insurance program between the 
first and second years of operations. This resulted 
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not from any increase in the amount of sickness 
among railroad workers, but because it took them a 
while to learn their rights under the program and 
because of the carry-over of operations from the first 
year to the second. Data for the first eight months of 
the fiscal year 1949-1950 suggest that the program is 
leveling off. In fact, there has been a decline from 
the same period a year earlier in the number of bene- 
fit payments. The total amount of benefits paid out 
had increased slightly because the average benefit 


payment was somewhat higher than it was a year 
earlier. (See Table 3.) 


Table 3: 


Data on Sickness Insurance, First 


Eight Months, Fiscal Years 1948—1950 
Source: Railroad Retirement Board 


July through February 
Item 
1950 1949 1948 
Applications. <i: @:. eeeidas 225s ae hice 140,609 | 151,021 | 153,812 
Claimsireceived }iiciaseniasein Eee 634,075 | 641,051 | 503,230 
Claims paid: 
Nambersiher ve tec esketre cua ttre 602,993 | 604,358 | 451,295 


Average amount (exclud. maternity).| $40.20 | $39.29 | $38.88 
Beneficiaries sick in current benefit year: 


Number Sic mre cee eee ees 104,958 | 112,693 | 101,282 
Per 1,000 qualified................. 51 54 45 
Accounts opened................-.-- 110,916 | 122,013 | 101,282 
Accounts exhausted.................. 15,099 | 13,138 7,826 
Amount of benefits (in thousands)..... $20,987 | $20,597 | $16,583 


In 1948-1949, benefits for sickness or maternity 
periods which began that year were paid to 155,200 
railroad employees, after adjustment for recoveries.t 
This represents seventy-four persons out of every 
1,000 who are qualified. The 151,200 employees who 
were paid for sickness other than maternity were sick 
for an average of sixty-nine days and received an av- 
erage of $188 in benefits. About one tenth drew the 
full twenty-six weeks of benefits and so exhausted 
their benefit rights. The 4,000 maternity beneficiaries 
averaged $517 for 111 days. Four fifths were paid for 
the maximum number of days (116). 


ONE-TIME SICKNESSES 


The 151,200 beneficiaries in 1948-1949 reported a 
total of 166,300 creditable spells of sickness during 
the year. Although more than 90% of them had only 
one period of sickness, some had as many as four or 
more: 


1The figures in this and ensuing sections are based on a 20% 
sample of payments for registration periods started during the 
benefit year (July, 1948-June, 1949), and of adjustments to those 
payments as reported by July 31, 1949. 

To prevent duplication of sickness benefits with other payments 
for the same illness or injury, no sickness benefits are payable if the 
employee receives unemployment or sickness benefits under another 
law for the same days. If the employee receives any other type of 
social insurance payment (¢.g., annuities), or if, for an injury, he 
later receives a damage settlement, sickness benefits may be recovered 
in part or in whole. In such cases the sickness benefits are retained 
only to the extent that they are larger than the other benefits or 
settlement. In 1948-49, sickness benefits were entirely recovered 
from 5,100 beneficiaries, and partially recovered from another 10,500. 


224 THE CONFERENCE BOARD 


June, 1950 


A breakdown of beneficiaries by number of credit- 
able spells of sickness appears below: 


Total beneficiaries......... 151,200 
ONS ees ce eee less oe e 137,500 
SL WO. das cae weiner ea oecraieie een se 12,500 
Three ve. cl eeeeuee Cees net 1,100 
Four'0r Morei sence <b. doesio cine 100 


Beneficiaries with circulatory, digestive, and respira- 
tory diseases were most numerous. They were also 
the most common in 1947-1948. The chart, which 
classifies beneficiaries according to their first illness 
of the benefit year, shows that other ailments that 
frequently disabled workers were injuries; nervous 
and mental disorders; and bone, muscle, and similar 
diseases. 

Age contributed greatly to the frequency with 
which employees became beneficiaries. More than 
half were fifty years or older, and two thirds were 
forty-five or older. Beneficiary rates were lowest— 
seventeen for every 1,000 qualified—for employees 
who were under twenty and increased with each suc- 
ceeding age group to a high of 146 for employees who 
were sixty to sixty-four. (See Table 4.) Duration of 
illness and average amount of benefits also rose with 
age. 


Table 4: Beneficiaries for Sickness in Benefit Year 
1948-49, per 1,000 Qualified Employees 
Source: Railroad Retirement Board 


Note: Based on a 20% sample. Excludes maternity beneficiaries. 
1Includes data for beneficiaries whose sex or age was not reported. 


The beneficiary rate for women was higher than 
for men—seventy-eight for every 1,000 qualified em- 
ployees against seventy-two—but men tended to have 
higher rates at age fifty-five and over. In general, in 
comparable age groups, women were sick longer and 
received larger benefits than men. 


Mirtam Civic 
Division of Business Economics 


1The 65-and-over rates do not fully reflect incidence of compensable 
sickness of such employees. Disqualification of employees who re- 
ceived retirement annuities larger than the sickness benefits which 
they might otherwise have been paid was most usual in this age group. 


Rise in Food Costs in March 


ETAIL prices of goods and services bought by 
moderate-income families increased 0.4% be- 
tween February 15 and March 15, 1950, according to 
Tue ConFERENCE Boarp. The index rose from 158.7 
in February to 159.4 in March. The corresponding 
March, 1949, figure was 161.4. 

Chiefly responsible for the increase during the 
month was a rise of 0.9% in food, the most heavily 
weighted item in the budgets of moderate-income 
families. Food costs were 3.2% lower than a year 
ago and 10.5% lower than in July, 1948, the all-time 
high for this series. 

The fuel index, which covers gas and electricity 
as well as liquid and solid fuels, followed the food 
index with a rise of 0.3%. As in February, the in- 
crease was caused by higher fuel prices. 

Housing increased 0.1% from February to March, 
reaching an all-time high of 114.8. The rise of 0.1% 
in sundries was effected by a minor increase in per- 
sonal care and physicians’ fees. 

In contrast with other groups, clothing decreased 
fractionally. A drop of 0.1% in the combined clothing 
index was caused by a decrease of 0.1% in men’s 
wear. Women’s wear remained unchanged. Although 
prices of men’s topcoats continued to decrease, no 
significant price movements were in evidence. House- 
furnishings remained unchanged over the month. 

The purchasing value of the January, 1939, con- 
sumer dollar was 62.7 cents in March, 1950. This 
represents an increase of 1.1% over its level of March, 
1949, when it stood at 62.0 cents. 

In March, the consumers’ price index was computed 
for the first time on the new modified quarterly re- 
porting system. The continuity between the old 
consumers’ price index for the United States and the 
new consumers’ price index for fifty-four United 
States cities has been maintained. 


SHIRLEY Fass 
Statistical Division 


PRICES UP IN LIMITED SURVEY 
Consumers’ prices for April increased 0.1% bringing 
the index up to 158.5. This is the second consecutive 
month THe ConrerENcE Boarp’s index has shown 
a rise. Food prices remained unchanged, while hous- 


ing, fuel and housefurnishings increased 0.3%, 0.1% 
and 0.1%, respectively. The only components to show 
decreases were clothing and sundries, each decreasing 
0.1%. 

These data are based on complete reports for the 
ten cities surveyed monthly. 


Television Grows Up—F aster 


ELEVISION sets have been rolling off production 

lines even faster in the last few months than the 
industry itself had expected. As a result, the indus- 
try has had to revise upwards its estimates of pro- 
duction for 1950.1 

For example, in November, 1949, the Radio Manu- 
facturers Association thought that 1950 production 
would be about 3.7 million sets. In February, the 
figure was raised to 4.5 million, and now the RMA 
has stepped up its estimates of this year’s video set 
output to about 5.35 million. 

Television set output for the first quarter of this 
year reached a record high of 1.6 million sets. This 
peak culminates the climb that brought TV output 
up to more than 1.3 million in the last quarter of 
1949. By contrast, output for the whole first three 
quarters of 1949 was only about 1.8 million. First- 
quarter business was bolstered by several factors— 
a heavy run of Christmas orders carried over into 
1950, a series of price cuts in January, the veterans’ 
dividend, etc. 


SEASONAL DIP APPEARS 


A steady decline in retail sales of sets has set in 
since the beginning of April. A seasonal slackening 
in demand starting in spring and running through 
the summer has come to be expected since the experi- 
ence of 1949. However, the seasonal dip this year 
came sooner and was somewhat sharper than was 


- counted on. While retail sales of TV sets are still 


; 


well ahead of last year, in the past month they had 
been running, in some instances, as much as 50% 
below the high March levels. 

Producers’ plans add to only a slight letdown in pro- 
duction because of this seasonal dip in demand. For 
the industry expects fall demand for sets to be bigger 
than ever. Hence TV manufacturers do not want to 
make too drastic cuts in production lest they find 
themselves short of supplies when demand picks up 
again in the fall. The temporary lull is giving pro- 
ducers an opportunity to stock up on component 
parts—some of which were in short supply earlier in 
the year. 

The spectacular showing of the first three months 
reflects in part the sizable price reductions made in 
January, which ranged from 15% to 20%. Summer 
price cutting has already begun and another average 
slash in prices of 15% to 20% is expected to be com- 
pleted this month (June). It is hoped this will 

_ stimulate fall sales. 
These price reductions arise less from any techno- 
See the article, “Television Grows Up,” in The Business Record for 


January, 1950, for a more detailed analysis of the industry. 
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logical revolution in TV manufacture than from the 
economies of mass production and the fierce compe- 
tition in the industry. Manufacturers have found 
it somewhat easier than first expected to boost out- 
put from existing capacity and to devise short-cutting 
and cost-cutting methods of producing expensive com- 
ponents. Additional price reductions this month 
by major producers could very well mean a squeeze 
on the manufacturers of lesser-known brands. When 
the “name” sets approach the price of the less popu- 
lar makes, the latter group conceivably may lose a 
substantial part of their market. Hence, liquidation 
of some of the smaller companies may be a conse- 
quence of the sharp price cuts by the big-name pro- 
ducers. 

Television production has grown up even faster 
than indicated or expected six months ago. At the 
start of the year, there were about four million sets 
installed. At present, close to six million sets are in 
use, and by the end of the year the figure is expected 
to reach approximately 9 million (on the basis of 
the latest RMA production estimate) . 


SIXTY CENTERS HAVE IT 


Television service is now available to sixty metro- 
politan areas. These cover about 23 million families 
on the basis of a forty-mile broadcasting range. But 
transmission has been found to be quite satisfactory 
up to fifty or sixty miles. Thus as many as 28 
million families could be served. 

By the end of the year, sets may well be operating 
in the homes of fully one third of the families to 
whom television service is available in the fifty-mile 
to sixty-mile radius. 

Actually, reception difficulties here and there may 
limit markets to forty miles instead of fifty or sixty 
miles. Moreover, despite price cuts, perhaps a fourth 
of the families within viewing range will not be able 
to afford sets. 

Figured on the narrower market base of a forty- 
mile broadcasting radius and only three fourths of 
the covered families as potential buyers, the expected 
9 million sets in operation by the year end would 
mean a saturation of more than half the market. 
So the anticipated total of homes with sets would 
be somewhere between one third and one half of the 
market by the year end. If it can be assumed that 
three out of every four families of the 28 million in 
the fifty- to sixty-mile radius are potential buyers, the 
9 million sets in use would comprise about two fifths 
of the market. 

Should 1951 production run to 6 million or 7 million 
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sets—the first-quarter 1950 rate—it would mean satu- 
ration of another quarter or third of the potential 
market next year. It would raise saturation, by the 
end of 1951, to about 75% of the 21-million family 
market that can now get and afford television service. 
Right now, for example, fully one third of the families 
in the New York City viewing area already have 
TV sets. 

There is presently a Federal Communications Com- 
mission freeze on building new stations. Extension 
of TV service—and the TV market—thus is stopped. 
Even if the FCC freeze is lifted in the next few 
months, expansion of the television market will be 
retarded because construction of a new station takes 
many months. 

Mass production and price cuts in recent months 
have raised hopes that television ultimately might 
open up markets as wide as radio’s. The main differ- 
ence between the potentials of the two today relates 
to price. There are 80 million radios in operation, 
including car radios, portables, and other more-than- 
one-per-family sets. A picture like that for TV would 
seem to lie far in the future. 

What, in effect, mass output and price cuts have 
done this year is to make television grow up even 
faster than it was thought possible at the start of 
the year. Should the newest RMA estimate for the 
full year prove out, that total of 5.35 million sets will 
be less than the 6.4 million annual rate already at- 
tained in the first quarter. 


FACTORS IN THE WAY 


With markets somewhat limited for some time by 
technical factors of broadcasting, the industry at 
the moment seems to be over the hump of its produc- 
tion growth. New quarterly output records may 
well yet be set this year and next. But the percent- 
age gains from one peak to the next may be small un- 
til new markets are created with the opening of addi- 
tional stations. At such time, another surge in out- 
put may be forthcoming. Prospects depend on when 
the freeze is lifted and just how long it will take 
to build stations. Building time has been figured 
at twelve to eighteen months—and the freeze may 
not be thawed immediately. On that basis, the TV 
market could not be expected to grow much, if at 
all, until the end of 1951. 

However, some of the more optimistic men in the 
industry envision considerable expansion of produc- 
tion next year. They foresee possibilities of an early 
go-ahead signal on new stations, and of reducing sta- 
tion-building time to less than a year. That would 
expand the TV-service market during 1951. On that 
basis, some expect that output in 1951 might run as 

1Minimum saturation in the larger radius would be 60% on this 


basis; maximum saturation within the forty-mile radius would be 
over 90%. 


high as 10 million sets if no snags develop out of 
the introduction of a color system. 

As for color television, the FCC still has made no 
choice among the competing systems bidding for 
approval. The earliest date anyone has mentioned 
for mass production of color-television sets is mid- 
1951. When it comes, it may involve only additions 
of equipment to existing sets and not the obsolescence 
of black-and-white receivers. 


Suimtey S. HorrmMan 
Division of Business Economics 


Business Forecasts 
(Continued from page 215) 
probably will have some moderate downturns in business 
and commodity prices from the present level before the 
year is out—my view is that this year, as a whole, will be 
just about as good as the year 1949 was.” 
Marcus Nadler, professor, New York University (in an 
address to the Association of Customers’ Brokers, April 6) 


—‘“Business activity is at a high level (and) the outlook for 
the next six months certainly is good.” 


Rubber 


Harry E. Humphreys, president, United States Rubber 
Company (at a press conference as reported in The New 
York Times, May 9)—‘“At the current rate of consump- 
tion, every time natural rubber moves up a cent it adds 
about $1 million a month to the industry’s material costs. 
If the price of natural rubber remains near the present 
level, I don’t see how an increase in tire prices can be 
avoided.” 


Automobiles 


General Motors Corporation (first-quarter report, May 
6)—“The management believes that operations cannot be 
expected to continue indefinitely at the current peak rate. 
While it seems likely that the potential market for new cars 
has been permanently expanded, the backlog of deferred 
demand built up during the war is still a factor in current 
sales.” 


Furniture 


Seidman and Seidman (Furniture Industry Bulletin, 
received May 1)—‘General conditions in the furniture in- 
dustry continue strong, although the rising momentum 


' which started last summer appears to be subsiding some- 


what. . . . So long as the boom in residential building 
continues, there will be a strong demand for furniture.” 


Food 


Bureau of Agriculture Economics (National Food Situ- 
ation, released May 7)—“Food supplies for the late spring 
and early summer are expected to be a little larger this 
year than in 1949. Retail food prices probably will con- 
tinue slightly below those of corresponding months of the 


(Continued on page 239) 
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Net Income after Taxes as a Per Cent of Sales, by Asset Size of Corporation 


UNDER $!/4 MILLION $'/4 TO | MILLION $1 TO 5 MILLION $5 TO 100 MILLION $100 MILLION AND OVER 


The little fellow makes less on his sales. Both big and little show a 


drop in 1949 but biggest do better than in 1947 


Per Cent Change in Sales, 1948-1949 


Yy 
$100 MILLION 19 
AND OVER 
ZL) 


BBO 


o 
“o, 
? 

5 
Se 

races 


5 
os 


5 


oe 


5 
es 


vegeta 


ee 
reteces 
acenes 


of 


on 


5 


res 
oS 


5 


05050500, 


oes 


ats 
se asscetatece 


5 


ro 
se 


Sexe 


cS 
Be 
be 
Bo 


2] 


<x 
SCT 
ee 


<> 
o, 


‘of 


o. 


on 
on 


ROIS 


neat 


$'/4 TO | MILLION 


mores 
i 
KS 


on 


KS 


<0 


UNDER $'/4 MILLION 


se 
x5 
5 


eS 


S05 


on 


Moreover, sales in all size classes fell in 1949—with the exception 


of those corporations with assets of $100 million and over 
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Per Cent Change in Net Income after Taxes, 1948-1949 
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Result: Profits are generally lower. The smallest were hardest hit. But the 
largest suffered despite a few sensational performances 


Ratio of Sales to Total Assets 
UNDER $!/4 MILLION $'/4 TO | MILLION $1 TO 5 MILLION $5 TO 100 MILLION $100 MILLION AND OVER 


2.5 


Faster turnover of assets of the smaller corporation permits a better 
return on net worth than on sales (see next chart) 
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Net Income after Taxes as a Per Cent of Net Worth 


UNDER $!/4 MILLION $!/4 TO | MILLION $1 T0 5 MILLION $5 TO 100 MILLION $100 MILLION AND OVER 


Return on stockholder’s equity increases from small to large corporation, 
but not so steeply as return on sales 


Net Worth as a Per Cent of Total Assets 
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This is so since net worth (lower part of chart) of smallest corporations 
finances a smaller part of assets than for larger corporations 
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Survey of Business Practices 


Money Can’t Replace Men 


HE BEST insurance agairst the loss of a capable 

executive is to have another capable executive in 
reserve. Men can only be replaced with men, not 
money. This is the prevailing feeling of the 229 manu- 
facturing companies cooperating in this month’s sur- 
vey of business practices. 

Insurance on the lives of company executives, pay- 
able to the company as beneficiary, is considered 
unnecessary by eight out of ten of these manufacturers. 
Many companies feel that insurance money, except in 
a few special cases, cannot really compensate them 
for the loss of a key man. These manufacturing com- 
panies believe that the only protection against the 
untimely loss of key men is to have adequately 
trained understudies that can take over when the 
necessity arises. 


THE ‘BEST’? INSURANCE 
Typical is the response of an apparel manufacturer: 


“We long ago decided that the best insurance we 
could possibly have would be to bring along and 
develop as rapidly as possible younger men who 
are effective understudies to all our men in key 
positions. It would be a calamity for us to lose 
any of our top executives, but we would rather 
have experienced people within the organization 
to put in their place than any amount of life 
insurance.” 


Some companies feel the practice of indemnifying 
the company against the loss of executives is unwar- 
ranted or unwise. For example, an industrial ma- 
chinery company reports: “We feel it is unwise to 
foster in any way the notion of ‘the indispensable 
man.” A metal manufacturer writes: “We believe 
that the practice of carrying insurance on the lives 
of executives indicates a definite weakness in the 
management itself.” 


One manufacturer states: 


“We have been fortunate or unfortunate in be- 
ing somewhat overloaded with executives so that 
we have not felt the necessity for carrying insur- 
ance on any individuals. Ours has never been 
anything approaching a one-man organization. I 
sometimes think that if somebody would shoot one 
or two of the older executives and give the younger 
men a chance, our organization would probably 
be improved.” 


While most manufacturers do not insure their of- 
ficers, approximately one company in five carries 
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insurance on the lives of some of their executives to 
offset the loss of their services to the company. Thus, 
an automobile equipment manufacturer reports: 
“This company has carried life insurance on the prin- 
cipal officers since 1935. The chief reason for carry- 
ing this protection is to compensate for some of the 
cost occasioned in replacing executives.” 

Also, a heating and plumbing supply manufacturer 
whose president and vice-president are insured writes: 
“In a small company such as ours, where there are 
relatively few available candidates for top jobs, I 
think it is essential that life insurance be carried. It 
is not necessary in a larger company, where there are 
many people in the second line that can be found 
when promotion is in order.” 

As shown in the accompanying table, there is a 
marked variation in the policies of companies which 
insure against the loss of their executives. Some insure 
only the chairman of the board or the president. 
Others insure key department heads. Coverages also 
ranged widely—from $10,000 to $1 million. 


BASIS OF COVERAGE 


Usually, the amount of coverage is established by 
the board of directors or top executives of the com- 
pany and reflects their judgment as to the monetary 
value of the officers covered. For example, an office 
equipment company states: “The amount of insur- 
ance carried on our president and secretary-treasurer 
is established by action of the board of directors. Al- 
though it bears no relation to the compensation paid 
them, it does represent an amount which the board 
feels is desirable and in line with operating expenses.” 

On the other hand, a textile company which 
carries a $1 million policy on the chairman of the 
board states: “This insurance was placed a good 
many years ago, and I doubt whether any ‘criteria’ 
were used in reaching a figure. It was an arbitrary 
amount which we selected.” 

There were a few instances where a formula was 
used in determining the amount of insurance carried 
on the officers. In each case it was linked to salary. 
One company thought that a sum of about one to one 
and one-half times the officer’s salary would be a fair 
way of arriving at the size of the policy. Another 
suggested that two to three times the salary should 
be the basis. A third company carries insurance 
ranging between two and five times the annual salary 
of the officers covered. 

Some manufacturers do not ordinarily carry in- 
surance on their executives but do indemnify them- 


Officers Insured in Forty-nine Companies— 
and for How Much 


Company 


Air conditioning equipment 
Company-Aiee sii aioieeeeas 


Automobiles and equipment 
Company A 


ee ee 


Companys Bice s aates thea 


Electrical appliances and supplies 
Company "Ahora: 32 sits necks 


Company iBe sca. deurereten a 


Electrical machinery 
Company cA. 52)... ices cordon ok 


Company: B's sebsied cie.sjes ees « 


Foundries 
Company Ara. : as cecse ss es 
Company Bae .ohin oe as oetas 


Company, Cone. nc cctc baie aes 


Heating and plumbing 

Company Ane os ss eiecn os oo 
GompanyiBiset antes sot 
Company: Cis eek one ee 


Industrial machinery—General 
Conmpany "At ares eae chee « 
Company B sees «eee ale a 


CompanyaGr sf eroceiclct-ten netic 


Industrial machinery—Specialized 


| 


Company A 


Machine tools 


Commantyi a erceticie st siae veo. ors 


Company, Busts aecsts eos e. 


Mompany Co. soeeies sh, eee 
ASO PAT VAD se ycteyers cust sents eusi ene ¢ 


Company 


Vice President......... 
mecretaryin: wcee «tines : 
MYCSSUPETS. cc. celine s 
Executive Committee: 
Chairman... a5. ene 
Five others........... 


Sales eae cie Sse 


Development........ 
President.............. 
Vice President.......... 
Secretary ns esd Se acsle tes 
Plant manager.......... 


iPresidentowith sect 
Vice President......... 
Secretary-Treasurer... . 
Presidents..i0 0% c0)s ois 


Secretary:a. co s.can ss. 


President2o.icc ec. ons os 
President.5 2.22. 4.0... | 
Vice President......... 
Executives............. 


President: ¢.. .:.503005 5. 
Executive Vice President- 

“Treasurer eer crisis 
Decretarya.! esc 


Presidents. 2 .caciecie nt 
Top executives........ \ 
Some deptm’t managers 

Former President and 


Two Vice Presidents. ... 
Secretary- Gen. Manager 


Rresidenttae case seccee 
Vice Pres.-Chief Engineer 
Treasurer-Gen. Manager 
Secretary 
General Sales Manager. . 
President: Saf22 heb: 
Executive Vice President 
Manufacturing Vice Pres. 
Top executives......... 
Chairman of the os 


$50,000 
$25,000 each 


Not stated 


Varies: $25,000 
to $200,000 
per 
officer 


Not stated 


Not stated 


$300,000 
Not stated 
Not stated 


1 to 11% times 
yearly salary 
$25,000 
$25,000 


$25,000 
$25,000 


$50,000 
Not stated 


$100,000 

$100,000 
$50,000 each 

$50,000 


$30,000 
$10,000 


$100,000 
$100,000 
$100,000 
$50,000 
$50,000 
$425,000 
$350,000 
$250,000 
Not stated 


Not stated 


Nonferrous metals 
CompanyoAee wee sae ote et 


Office equipment 
Gommpany Ante csi etch: 
Company: Bes aericrreh ns oe 


Company \Cassse achat eet 


Companys) hem: snags a. keke 
Companyebins: sees hens 


Steel 
Company Alessia eerie e oe 


Miscellaneous metal 
CompanyyAly sadn sn enett 


Companys Bene sa ae eee 


Apparel 
Gompany*Avs sso ere tee 


Building materials and supplies 
Company A 


Food products 
Company tAe ea. ote Cee 


Company By. .e-....5-eeeh.. 3 
Company: Cie hea a 


Leather and Products 
Company A 


Company iD aas-seeree eee 


Paper and products 
Company A.) 22 tes are 


Company Be. ct-1a eater eine 
Company? CPs ear. e.e aaeeiee 
CompanylD: cn eatcheneriy 
Companyabne eclseeisa se er 
Companyrziae. 4 sens ee eee 
Gommpary Grr. n:cencteists exe 
Textiles and products 
Company iAu Avie osncle. 
Company. B.cceie laces: 


Companys@yn eos caren 
Company ence wees sce ae 


Miscellaneous—Nonmetal 
ComparyvAte.crheaeeoces | 
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Persons Covered Amount 
President... ..4./. e050 < 
Vice Pres.—Sales. ..... Not stated 
Vice Pres.—Production. 
Presidentos. ee cenae soe $100,000 
President tata. ence $130,000 
Vice President......... total 
Exec. Vice President. . . 
General Manager...... Not stated 
Présidentv Sheen nde $100,000 
iPresidents.ce. ce canes 
Secretary-Treasurer... . Not stated 
Executive Vice President} Not stated 
Chairman of the Board. . $300,000 
Vice Chair. of the Board. $25,000 
‘Presidentacgen. sees: $100,000 
Three executives........ Not stated 
General Manager....... Not stated 
Chairman eres ae $500,000 
President. serch ola $175,000 
Vice President.......... $100,000 
Three executives........ Varies: $50,000 


to $125,000 
Key executives........ 


Mill Superintendents. .. Not stated 
Top salesmen.......... 
Chairman of the Board. . $100,000 
President. 035.5 $100,000 
Four executives......... Two at 
$100,000 each 
Two at 
$50,000 each 
President-Treasurer... . 
Exec. Vice President. . . $580,100 
Vice President-Assistant total 
(LECASUTED aii shines eels 
Presiden t-f Aa; caste ns Varies: $50,000 
Three Vice Presidents. . to $150,000 
President2@ 2 ea $750,000 
Vice President.......... $500,000 


Varies: $50,000 
to $250,000 


President:(2ro- eos 2.00% 

Vice President......... Not stated 
Presidenticte cnt, hee os $50,000 
Vice President.......... $50,000 
President. 9. hn... soaes $150,000 
Two executives......... Not stated 
Chairman of the Board. .| $1,000,000 
Manaperne meres oe ave Not stated 


Two General Managers 
Two Superintendents . ‘| Not stated 


Presidentiyes sect nes 
Vice President-General}| Not stated 
Manager.ia. 08 jee 
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selves against the loss of personnel under special cir- 
cumstances. This is the case of an automobile equip- 
ment manufacturer, who is carrying a $100,000 policy 
on a key man during the development of a new 
process. 

A chemical company similarly reports: “We have, 
on occasion, when acquiring a new product, carried 
life insurance on the executive who has had long ex- 
perience with that product. We carry such insurance 
for a number of years, until we feel we know all it is 
necessary to know about the product and its manu- 
facture.” 

A mining company points out: “It is not unusual 
for companies to insure personnel, such as a chief 
engineer being sent overseas on a large construction 
project, because the loss of a particular skill and the 
accompanying delay to the project may be fairly well 
determined and insured against.” 


Insuring Large Stockholders 


Several companies suggest that insurance on an 
individual might be in order where that person owns 
a large block of stock in the company. An instru- 
ment manufacturer, for example, states: “For a short 
while, we did carry insurance on the lives of executives 
who were major stockholders. The purpose of this 
insurance was to have cash available for the corpora- 
tion to acquire the stock of such stockholders. This, 
however, was abandoned inasmuch as the cost was 
rather high, and it was found that the corporation 
had sufficient liquidity to handle such exigencies.” 


TRAVEL RESTRICTIONS 


Nearly a third of the companies surveyed limit the 
number of executives that may travel together. The 
limitations usually pertain to air travel. An air- 
conditioning equipment manufacturer reports: 


“We have attempted to establish and observe a 
policy of avoiding having more than one of our key 
men travel on the same airplane. This rule is not 
applied to train travel, not so much because we 
consider train travel entirely safe, but rather. be- 
cause train accidents are not characterized by 
total loss of all passengers involved, as is generally 
true in airplane disasters.” 


A paper products company that has certain specific 
rules regarding plane travel states: 


“(1.) A principal rule is that no more than one 
member of our executive committee of six may 
travel on the same plane—whether a company- 
owned or commercial transport. (2.) No more than 
two members of the operating management com- 
mittee, which is the second echelon, may travel on 
the same plane. (3.) No executive and his imme- 
diate assistant may travel on the same plane. 


(4.) We endeavor to arrange space so that no more 
than two members of the executive committee will 
be on the same train.” 


Many companies that tend to limit executive travel 
do not have hard and fast rules. An electrical appli- 
ance manufacturer who does not have a formal travel 
policy reports: “On many occasions, key executives, 


Restrictions on Executive Travel 


Practice 


Company does not restrict travel................ 
Company does restrict travel...................- 


Type of Restriction 

Discourage several key men traveling in same plane. 
Not more than one key man per plane............ 
Not more than two key men per plane....., . bodes 
No formal policy—voluntary policy limiting num- 

ber that travel on same plane...............-. 
Discourage plane travel........2.05...+2000+s0+ 
Travel on separate planes or trains............... 
Limit travel by groups in company-owned plane.. . 
Not more than two men per car, train or plane... . 


of their own accord, do not travel on the same plane 
with some other man of their classification.” A metal 
company states: “We have an informal policy which 
states that two individuals in top level management 
may not ride the same airplane.” 

The remaining two thirds of the manufacturers 
do not restrict executive travel. Some of these com- 
panies state that their executives seldom have occa- 
sion to travel and then rarely to the same destination 
at the same time. Others see no unusual hazard 
in traveling. An automobile equipment company 
which does not limit travel states. “We see no more 
reason for limiting air travel than to insist that any 
number cannot ride on the same railroad car, because 
air travel fatalities on a million-mile basis are re- 
markably low.” 

Some companies consider that the time spent by 
executives traveling together on the same train or 
plane provides an excellent opportunity for them to 
confer on problems under current consideration. A 
steel company, for example, reports: 

- “We have considered prohibiting executives 
traveling together, but it seems to us that the oppor- 
tunities for discussion during a trip, uninterrupted 
by telephone calls or by visitors, are so good, and 
the chance of an accident so rare, that the company 
would lose on such a policy.” 


JAMEs B. May 
G. CLarK THompPpson 
Division of Business Practices 
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Earnings, Hours 
and Employment Trends 


HE average work week in manufacturing indus- 

tries was 39.7 hours in March—the same as in 
the two preceding months. Despite this no-change 
pattern and its subsequent restriction of premium 
overtime payments, both the hourly and weekly earn- 
ings of production workers climbed to new highs— 
$1.425 and $56.57, respectively. 

Most of the gains in earnings occurred in the dur- 
able goods classification. Nine out of eleven indus- 
tries reported higher hourly returns, with increases 
ranging from 0.1 cent in primary metals to 1.7 cents 
in lumber. Ordnance workers earned the same in 
March as in February, while workers in fabricated 
metal products received less for an average hour’s 
work during this same period. 


WEEKLY EARNINGS AT PEAK 


On a weekly basis, production workers’ earnings 
rose 20 cents from February to March. Directly re- 
sponsible was the durable goods group, with an over- 
all increase of 50 cents. The soft goods industries 
offset this pattern however, by reporting a slight but 
general decline. A seasonal contraction in activity 
brought about reductions of more than a dollar for 
workers in the rubber and apparel industries. These 
were the most extreme. Gains, on the other hand, 
totaled as much as $1.42 in the transportation equip- 
ment industry. A good part of this sum was derived 
from overtime work in automobile factories. Ex- 
panded production in the Ford Company’s River 
Rouge plant, for example, necessitated a new work 


schedule—a six-day week which began early in Feb- 
ruary for approximately 15,000 hourly paid employees. 
This represents about 23% of such employees at this 
plant. 

Expansion in all the durable goods industries and 
a general improvement in most of the nondurable 
goods classifications increased the all-manufacturing 
employment level by 87,000 workers during March. 
The latest total was 11,551,000 production workers. 
This total was 11% below the postwar peak, reached 
in November, 1947, and 3% (or 353,000 fewer work- 
ers) below March, 1949. 

The greatest number of accessions occurred in non- 
electrical machinery plants, with 22,000 production 
workers added to the pay rolls over the month. Out- 
standing, too, was the lumber and wood products 
industry, which was helped by favorable weather 
conditions and an upsurge in residential construction 
orders. The increase totaled 18,000 hourly paid 
workers. In all, the industry employed 9,000 more 
workers than in March a year ago. Accompanying 
this rise in construction employment has been a rise 
in activity in the building material, household furnish- 
ings and appliance industries. 

Manufacturers reported a considerable rise in hiring 
rates between February and March, according to the 
Bureau of Labor Statistics. Accessions increased from 
thirty-two out of every 1,000 employees on the pay 
rolls in February to thirty-eight out of every 1,000 
employees during the latest survey month. This was 
higher than at any time since September, 1949, and 
27% above the year-ago level. There were more sepa- 
rations reported, too, as a result of a higher quitting 
rate. 


ExizasetH M,. CaAseELui 
Statistical Division 


Earnings, Hours, Employment and Pay Rolls of Production Workers 
in Manufacturing Industries! 


All Manufacturing Industries 


Indexes 


Durable Goods Nondurable Goods 


ante Average Average Average 1939 Average =100 Average Average Average Average Average Average 
Hourly eekly Weekly Hourly Weekly Weekly Hourly Weekly Weekly 
Earnings Earnings Hours Earnings Earnings Hours Earnings Earnings Hours 
1949 February.........| $1.401 39.4 Ue ; 9 $1.323 $51.33 38.8 
Marchi’ St eyis..t5s 1.400 39.1 1.464 57.83 39.5 1.323 51.07 38.6 
Aprilysi pee. cucmres 1.401 38.4 1.467 57.21 39.0 1.321 49.67 37.6 
IVT Ee ci stereoele hte. 1.401 38.6 1.467 57.21 39.0 1.323 50.41 38.1 
VUNG, ore teadonete 1.405 38.8 1.475 57.82 39.2 1.324 50.97 38.5 
Julveant aetna: 1.408 88.8 1.477 57.31 38.8 1.332 §1.55 38.7 
IRUDUBL Ss cutee aie « 1.399 39.1 1.473 57.89 39.3 1,819 51.31 38.9 
September........ 1.407 39.6 1.482 58.69 39.6 1.328 52.59 39.6 
October.......... 1.392 39.7 1.458 58.17 39.9 1.325 52.47 39.6 
November........| 1.392 39.1 1.457 56.82 |' 39.0 1.325 52.07 39.3 
December........ 1.408 39 .8r. 1.476r 59.197 40.1 1.3347 | 52.69r 39.5 
TOSOVdanuary 7.54.07. cee 1.418r 89.7 1.485r | 59.40r 40.0 1.3437 | 52.78r 39.3 
February......... 1.420 39.7 1.483 59.47 40.1 1.350 53.06 39.3 
Marchp tes uate ie s..| 1.425 39.7 1.488 59.97 40.3 1.353 52.90 39.1 
1Revised series. pPreliminary estimate. rRevised. Source: Bureau of Labor Statistics 


Crops and the Weather 


An Early Look at the Landscape 


UNE 10 will as usual see the first regular gov- 

ernment report on the condition of spring-planted 
crops (except cotton). It—and subsequent crop 
reports—will be worth watching especially closely 
this summer and fall. For old man weather appears 
to be acting up so far this spring, especially in the 
Southwest. Winter wheat has already been damaged 
badly. Plantings of spring wheat, oats, and other 
crops have been delayed, and boll-weevil damage to 
cotton is expected to be heavy. 

Coming on top of federal-imposed acreage reduc- 
tions for some crops this spring, unfavorable weather 
could sharply reverse the trend toward surplus in 
important commodities. One or more major harvests 
could run short for the first time in years. Price 
jumps in various of the commodity markets this 
spring have reflected trade expectations of these pos- 
sibilities. 

Naturally, it will be some months before the 1950 
crop picture emerges clearly. Winter wheat is har- 
vested this month, it is true. But the full picture 
of the wheat, corn and cotton crops will not be avail- 
able until late summer or early autumn. And crop 
estimates can improve as well as worsen through the 
summer. For early crop reports estimate prospective 
production in terms of current conditions, plus nor- 
mal development from that time until harvesting. 
When later weather turns out unusually favorable, 
crop estimates increase. Yet the early indications are 
important. And they are not especially favorable— 
to what extent will be told by the June 10 report. 

Experts do not look for major price increases large 
enough ‘to upset the general price or business out- 
look, if weather runs near normal. But such rises 
might come about if bad weather should cut a series 
of crops below normal yields. That is now a possi- 
bility—but only a possibility. 


PRICING THE WEATHER 


Weather enters the 1950 commodity picture im- 
portantly because of government-imposed acreage 
restrictions on corn,! wheat, and cotton. Under the 
regulations now operating, growers of these crops 
must abide by federal acreage allotments to qualify 
for federal price-support operations.” 

On the basis of these reduced acreages, normal 
weather would produce crop supplies that might just 
balance prospective consumption (plus exports) in 


1Does not include corn outside the commercial corn-belt area. 

2More effective marketing quotas govern the 1950 cotton crop. 
In addition to losing price support, farmers who plant cotton in excess 
of allotments are subject to severe penalties. 


the coming year—with a small margin either way for 
additions to, or reductions from, current carry-overs. 
These carry-overs are generally well above historic- 
ally normal levels and pretty well assure adequate 
supplies even in the face of moderately short crops. 

Under the federal price-support program, these 
surplus carry-overs tend to act as a ceiling on prices 
in major commodity markets, while price-support op- 
erations serve as a floor under market prices. 

But if market prices rise sufficiently above sup- 
port levels, farmers can’in many cases repossess their 
old crops by repaying the loans. They then sell the 
product and pocket the profit. Market prices must 
always face the pressure of such sales of old-crop sur- 
pluses. But this tends to happen only when new- 
crop supplies threaten to fall very short, cutting 
prospective carry-overs down to or below normal 
levels. Such seriously short harvests are possibilities 
this year. 


COTTON PRICE PROSPECTS 


In the case of cotton, for example, there have been 
some early-season scare stories of a 1950 pick falling 
below 10 million bales, owing to poor weather and 
boll-weevil damage. In contrast, the current year’s 
total of home consumption and exports abroad may 
reach about 13.75 million bales—a million or so more 
than last year. The carry-over at the start of the 
next crop year, it is estimated, will be about 7.5 mil- 
lion bales—more than double the average during the 
Twenties. Thus, if the new crop should really run 
as much as 5 million bales below use and exports in 
the next year, the carry-over would be cut drastic- 


ally. That might prove the basis for a major price 
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move. 

Right now, prospects are for a better balance be- 
tween supply and demand than that. Domestic cot- 
ton use for the year ending July 31, 1950, has been 
estimated at about 8.5 million bales. But the coming 
year might not prove quite so good for cotton textiles 
—particularly with rayon replacing cotton in tires. 
Too, with Economic Cooperation Administration fi- 
nancing two thirds of current cotton exports and with 
total ECA funds for the coming year slated to be 
smaller, exports may decline. 

As for production, last fall’s harvest ran about 16 
million bales—enough to add over 2 million bales to 
the carry-over. As against 27 million acres planted 
to cotton last year, the 1950 cotton allotment was first 
set at 21 million acres. This was later modified to 

1Estimates by the Department of Agriculture. 


approximately 22.25 million acres,! of which most, but 
not necessarily all, will be planted. Yields similar to 
1949 might produce a 12-million bale crop on the 
likely 1950 acreage. More intensive cultivation might 
tend to lift the crop. Or bad weather could cut it. 

A normal crop might balance a total of domestic 
use and exports slightly lower than this year’s— 
whereas a really short crop would run well below con- 
sumption, and eat into carry-overs. Desirable fiber 
grades and lengths of last year’s big crop ran low, 
and it is the least desirable cotton that is left in 
surplus. So a combination of a short 1950 crop and 
high 1950-1951 usage might well put some pressure 
on prices. 


THAT BIG WHEAT PILE 


Poor weather might also conceivably cut 1950 
wheat harvests well below 1950-1951 use and exports. 
Drought and insects in the Southwest and wet weather 
in other areas have both damaged winter wheat in 
the ground and hurt seeding of spring wheat. Last 
winter, it looked as if the combined winter and spring 
crops might match or top the 1949 harvest of about 
1,150 million bushels, despite a 14% cut in plantings 
from 85 million to 73 million acres. 

What has happened so far is that weather has 
already knocked off over 100 million bushels from 
the crop estimates—with most of the loss in winter 
wheat. So the crop may well end up around a billion 
bushels. 

In the 1949-1950 season ending June 30, domestic 


1Congressional amendment provided for an increase of one and a 
quarter million acres. 
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consumption, it is estimated,! will be just under 
700 million bushels (including 115 million bushels 
for feed) and exports will take over 300 million. This 
would mean a total “disappearance” of about a bil- 
lion bushels. The coming year may see this story re- 
peated—or total consumption might fall to 900 mil- 
lion bushels, with exports particularly contracting. 
(Europe’s new harvests will apparently be large— 
but Canada’s spring wheat has had to contend with 
subnormal subsoil moisture.) 

There is ample wheat in carry-over stocks: esti- 
mated at 450 million bushels for July 1—or 150 million 
bushels more than on July 1, 1949. In normal past 
years the carry-over has run to 150 million or 200 
million bushels. 

Consequently, it would have to take a combination 
of sustained consumption and seriously reduced pro- 
duction to deplete the bins at all dangerously. Yet 
that is, at the moment, at least a possibility. Another 
but fainter possibility is a short enough 1950 feed 
crop to occasion more feeding of wheat to livestock. 


WHAT THE ANIMALS EAT 


Supply prospects are brighter among feed grains. 
But, again, the 1950-1951 year might well see seri- 
ous inroads on surplus carry-overs if the weather 
continues very unfavorable. Good weather last year 
lifted feed-crop harvests 10% above the 1944-1948 
average to 125 million tons. So, despite 2% more acre- 
age planned over-all this year, normal yields might 
produce only 114 million tons. And livestock grain 
consumption in the coming year is expected to con- 

1Department of Agriculture. 


Adverse Weather Cuts Production—and Eases Surplus 
Output, Use (Plus Exports) and Stocks in the Past Decade 


Wheat (millions of bushels) 


OUTPUT 


800 


400 


40- 41 42- 43- 44 45- 46- ‘47- 48- '49- '50- 
Mee 4ee 450 4400 455-46. 470 48 49050) 5 
AConsumption in 1943-44 supplemented by imports from Canada 


Cotton (millions of running bales) 


40- ‘4F 42- 43- 44- 45- 46- 47- 48 49- ‘50- ‘5I- 
Ale teoeea eae 455 Abie 4a Aono Ole oOk mole, 


Note: Crop years starting July 1 and August 1 for wheat and cotton respectively; stocks at start of year. Data include domestic product only; broken lines indicate estimates 


Source: Department of Agriculture 
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tinue as large as in the past year, when, together with 
minor exports, it accounted for virtually the whole 
125-million-ton crop. 

Hence, with even normal weather, feed crops might 
run 10 million tons below use. That would dip moder- 
ately ‘into the feed carry-over of 31 million tons, 
which is two or three times as large as in former years 
(and four times as large as at the end of the 1947- 
1948 season). Should feed yields fall some 10% or 
more short of normal, even present large stocks would 
be seriously crimped. 

Weather has hurt feed prospects already. A wet, 
cold, late spring has slowed corn planting—which 
farmers had originally planned to cut 10% in the 
Corn Belt, 6% in the nation generally. It has defi- 
nitely reduced plantings of oats, and perhaps also of 
barley and grain sorghums—although farmers had 


planned to increase the acreage of these grains by 
nine million, overbalancing the 5-million acre cut in- 
tended in corn. However, some abandoned wheat 
acreage may now be put into feed crops. 

Over-all, farmers’ spring planting intentions called 
for a reduction of about 25 million acres in plantings 
to corn, cotton, and wheat; and for a total increase of 
about 14 million acres to oats, barley, grain sorghums, 
hay, soybeans, rye, and a few other products. Thus 
the intended plantings added up to a net reduction 
of 11 million acres, or 3% of total cropland. Poor 
weather seems to have forced a further reduction—to 
what extent will be seen in the first crop report on 
June 10. 


Rosz Nawicu 
Division of Business Economics 


Oil on the Anglo-American Waters 


MERICA’S demand for oil is still on the rise. But 
the problem confronting the industry—and the 
country’s legislators and diplomats—is how much of 
the increase shall be supplied by domestic rather than 
overseas wells. 

Present expectations are, if all goes well with the 
weather, that consumption for 1950 will show a 5% 
increase over last year. Actually, however, domestic 
oil output is expected to increase only 2%. The mar- 
gin of difference is accounted for by rising oil imports 
and falling oil exports. 

While domestic oil demand is expected to be the 
highest in history, domestic production rates will be 
perhaps 6% below the peak reached in 1948. About 
5% of this 6% difference is accounted for by the 
large additions to stock in that year. At the same 
time, discoveries and well drillings since 1948 have 
increased our domestic capacity to produce crude oil. 


DIVIDING THE HOME MARKET 


Yet the increase in demand only slightly eases a 
basic problem which has plagued the industry since 
1948: the division of the home market between do- 
mestic production and oil produced from American- 
owned wells abroad. And this problem has become 
more acute as United States producers abroad are 
being deprived of foreign markets by British attempts 
to conserve dollar exchange. 

Even without the new British restrictions, the ster- 
ling markets for American overseas oil began to con- 
tract in recent years because of an increase in “sterling 
oil” production. Output of wells owned by United 
States companies in Saudi Arabia and Venezuela, 


which account for a large proportion of American- 
owned oil abroad, rose from 280 million barrels in 
1945 to 530 million barrels in 1948 (a level that was 
maintained in 1949). Most of this oil was sold in 
overseas markets? 

But the output of sterling-owned crude has in- 
creased so much that, by the beginning of 1950, an 
additional 75,000 barrels a day over the previous mar- 
keting requirements were being produced. American 
oil producers abroad would have felt the pinch in any 
case, and, with all sterling area restrictions counted, 
i . it is estimated that sterling oil has now dis- 
placed about 135,000 barrels daily of dollar oil. This 
is equivalent to about 9% of the total overseas pro- 
duction of American companies.”? As a result, Ameri- 
can overseas producers have increasingly sought out- 
lets in the United States home market, while exports 
of domestic oil have been curtailed. 

Three separate fronts have emerged in the ma- 
neuvers of interested parties. First, United States for- 
eign operators and the State Department have at- 
tempted to have the British revise their policies. 


Sterling oil” is that produced outside North America by a 


- company in which the ultimate beneficial ownership or operating or 


trading control lies with residents of the sterling area, or with a group 
of companies in which the ultimate control and ownership is partly 
British and partly Dutch. Thus sterling oil is not synonymous with 
oil produced in the sterling area, but would include, for example, 
oil produced in Venezuela by British-Dutch companies, and about 
one half the oil produced in Iraq. Similarly, oil produced in Venezuela 
and Saudi Arabia by United States companies is dollar oil just as 
much as if it were produced here at home. (The French share of 
Traq oil is, of course, neither “dollar” nor “‘sterling’’ oil.) 

2Willard L. Thorp, Assistant Secretary of State for Economic 
Affairs, before the special subcommittee on petroleum of the House 
Committee on Interstate and Foreign Commerce, April 5, 1950, 
reprinted in The Department of State Bulletin, April 24, 1950, p. 644. 
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Second, domestic producers (independents) have 
sought to raise the tariff or to have quotas imposed 
on imported oil. Third, the independents have re- 
newed pressure on state regulatory commissions for 
higher domestic production quotas, or closer regula- 
tion by others than Texas. 

The value of American investments in the Middle 
East and Caribbean areas have more than doubled 
from about $800 million in 1945 to more than $2 
billion today.1 These overseas oil investments account 
for about three fourths of total United States direct 
investment outflow in 1946-1948, and about one half 
of the total increase in the value of all outstanding 
direct investments. In 1946, direct outstanding petro- 
leum investments accounted for 18% of total direct 
capital investment abroad. By 1948, this proportion 
had risen to 26%. 

As a result, American output in these regions has 
more than doubled since 1938, the Middle East flow 
being up the most. This has placed great quanti- 
ties of new “dollar oil” on the world market. 

At this time, our overseas producers have more oil 
than the world has dollar resources with which to 
purchase it. So not only are markets for domestic 
oil reduced, but American overseas oil has become 
a competitor of the domestic product. Now overseas 
markets are further threatened. 

Restrictions on American entry to the British mar- 
ket are the most serious. The United Kingdom’s net- 

1At the end of 1948, the value of all overseas direct investments 
in petroleum was $3,047 million. This total includes $1.4 million in 
Latin America and about $500 million in the Middle East. Total 


overseas petroleum investments may have risen as much as $500 
million in 1949—chiefly in the two areas under discussion. 


Crude Oil Production Abroad 
Thousands of Barrels Daily 
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- Note: Data exclude United States home production and all production in Eastern 
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Sources: Economic Cooperation Administration; Oi and Gas Journal 
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dollar oil costs are the largest single item in its dollar 
payments. Since the output of sterling oil was rising, 
the British began to look for savings in oil expendi- 
tures to effect dollar economies. 

These expenditures, the British originally esti- 
mated, would reach $625 million in 19501 Of this 
amount, $350 million would go for the purchase of 
13 million tons of dollar oil from American operators, 
and $275 million would be the dollar cost? of world- 
wide British oil operations (net after deducting dollar 
receipts) . 

So to reduce these figures, the United Kingdom di- 
rected American oil companies operating in Britain 
to cut their imports of American gasoline in 1950 
by about 30%, and to halt all imports of dollar 
fuel oil. She thereby hoped to cut 5% to 10% off 
her total dollar bill of $625 million. (The British ex- 
pected to extract further gains by cutting dollar ex- 
penditures entailed in sterling oil production.) 

This dollar-savings program would cut shipments of 
American-owned oil to the United Kingdom from 13 
million to 9 million tons, with the difference to be 
made up by increased output of sterling oil. Other 
Commonwealth members of the sterling area have 
joined with the British in this dollar-savings move— 
and the sterling group normally makes up about one 
third of the world market outside of the United 
States. Comprehensive bilateral trade agreements of 
other countries with the sterling area countries also 
work to freeze American oil companies out of world 
markets. 

Under these conditions, outlets for large amounts 
of American overseas oil will be lost by the end of 
1950. Although American overseas output will be 
cut somewhat, part of the balance will probably have 
to find a market here. From this background springs 
the current controversy over oil policy. 


THEIR PROPOSAL 


As was to be expected, recent British actions have 
been the subject of negotiations between the State 
Department and the Foreign Office. The point which 
the American overseas producers are urging on the 
State Department is this: 


Substitution of sterling oil for dollar oil does 
not mean an equivalent dollar saving. Actually, 
the production of sterling oil entails a considerable 
dollar expenditure. Certain equipment and ma- 
terial can only be obtained in the United States, 
and American technicians and engineering com- 
panies must frequently be employed. Such pay- 
1The Economic Cooperation Administration disagrees with the 

British estimate of dollar costs, feeling that the prices assumed, 
as well as the consumption and import requirements are higher than 
those which will actually prevail. United States Senate, 81st Congress, 
2d Session, Committee on Foreign Relations, Hearings on “Extension 


of European Recovery—1950,” S. 3101. 
See below. 


238 THE CONFERENCE BOARD 


June, 1950 


1950 Oil Outlook—Our Output Trails Our Use 


Source: Bureau of Mines 
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Demand is up in 1950... 


ments, of course, are made in dollars. Local costs 
in most Western Hemisphere countries must be 
covered in dollars. Similarly, royalty contracts, 
both in the Eastern and Western hemispheres, may 
call for dollars. 


This point is recognized by all parties. Disagree- 
ment arises over the extent of this dollar cost. The 
British estimate that their dollar cost for producing 
oil is 20% of total f.o.b. value in the Middle East, 
60% in Venezuela, and 40% as the world-wide av- 
erage. Sincé the British calculate their total dollar 
costs as averaging 40%, it would seem that if they cut 
out all dollar oil, their dollar savings would appar- 
ently amount to 60% of their dollar expenditures on 
oil. 


PROPOSAL OF OUR COMPANIES 


The British figures are challenged by American oil 
companies. Paul Hoffman, ECA Administrator, has 
said (with the American companies’ estimates in 
mind): “ . if the British were supplying all their 
petroleum from the Near East, part of which they 
are buying from American companies, leaving out the 
Caribbean, which is dollar oil in either case, I don’t 
believe the savings would be 20% . . it might 
be 10%.” 

If Mr. Hoffman had included Caribbean oil in his 
figure, the spread between the apparent British esti- 
mate of dollar savings and his own would be even 
greater. Mr. Hoffman’s estimates appear to be at 
the lower limits. 

Despite these disagreements on magnitudes, the 
American companies are sympathetic to the dollar 
problem which oil poses for the sterling area. Be- 


1United States Senate, 81st Congress, 2d Session, Committee on 
Foreign Relations, Hearings on S. 3101, op. cit., pp. 53 and 57. 


2Tbid., p. 56. 


imports are bigger and exports off... 


so home output won’t be up so much 


cause of this awareness, they are suggesting an alter- 
native which would involve essentially the following: 


First, let us come to an agreement as to the dol-. 
lar savings to be made by substituting sterling oil 
production for dollar oil. Then, leave us free to 
maintain our position in the market and we will 
come to some arrangement whereby the British can 
save dollars at least equivalent to the amount 
which a restrictive policy would net them. 


It is proposed to carry this out chiefly by reducing 
the dollar cost of dollar oil sold to the sterling area 
as much as possible by using services and shipping 
payable in sterling, and by acquiring equipment, in 
so far as possible, in the sterling area. 

If the dollar costs of American companies can be 
cut in this way, the companies are willing, with Brit- 
ish Treasury permission, to accept sterling in pay- 
ment. Part of the payment would then be made con- 
vertible into dollars by the Treasury to cover the now 
reduced dollar costs and the remittance of profits. The 
remainder would cover newly incurred sterling costs. 

American companies are opposed to the British 
policies on still other grounds. As a matter of prin- 
ciple, and for business reasons, they are opposed to 
any further extension of restrictive trade practices. 
Further, there is more than a suspicion that sterling- 
area operators are using the “save dollars” argument 


. in order to make competitive gains. They now have 


an opportunity to obtain permanent trade advan- 
tages without resort to price competition. 


HOW INDEPENDENTS FEEL 


Pending any resolution of this controversy, more 
American overseas oil will be coming into the United 
States and less domestic oil will be going out. United 
States independents (those with no overseas tie-ups) 
are not happy at this prospect. Therefore, they are 
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urging that the tariff on imported crude be raised 
from 104% cents a barrel to $1.05. This, they feel, 
will prove an effective bar to what they might regard 
as “excessive” imports. Import quotas are also sug- 
gested. 

The Big Five operating overseas! acknowledge a 
pressure on the independents. They even claim to be 
cutting their own home production by at least as 
much as imports have increased. They point out, how- 
ever that all problems are interrelated. Further, their 
$3 billion-plus investment in overseas installations— 
and consequently the American strategic position in 
the Middle East and the Caribbean—cannot be 
allowed to deteriorate. 

What this amounts to, then, is that, in the cir- 
cumstances, the overseas operators must send some 
oil to this country to maintain their foreign plant. 
(In part, this is owing to the need to pay continuing 
royalties to their concessionnaires.) On the other 
hand, they seem willing to hold these imports to a 
minimum in order not to overload the United States 
market. Under these conditions, they would like to 
maintain the present tariff at least until the situation 
is further explored by all parties at all points. 


A RECURRING PROBLEM 


In the long run, some solution must be sought 
which deals not only with current British proposals 
but also with the long-range trends in oil. For the 
next two or three years at least, production of both 


sterling and dollar oil from overseas wells is slated 


to rise sharply. (See chart.) It is therefore possible 
that, in the short run, world production will outstrip 
world demand. 

Further, unless the general world dollar problem 
as a whole is somehow solved—opening new markets 
for all oil—the sterling-dollar oil problem will arise 
in new and heightened form each year. If any agree- 
ment that may soon be reached does not set a prece- 
dent for handling these longer-range questions, the 
present issues may very well recur. Of course, one 
outcome of the whole situation may be a reduction 
in the projected rates of overseas output, particularly 
by United States companies. 

One factor which is creating pressure for an early 
solution to the immediate sterling-dollar oil problem 
is the concern of American oil producers about the dif- 
ference in domestic proration policies among the vari- 
ous states. 

Production in each major oil-producing state is 
regulated by an independent state commission. Cur- 
rently, hard feelings have developed because Texas 
curtailed its output in February, 1950, by 17.4% be- 


1Standard Oil Company (New Jersey), Socony-Vacuum, Standard 
Oil Company of California, Gulf Oil Company, The Texas Company. 
There are other companies operating overseas. 


low a year ago, while Louisiana increased its pro- 
duction as much as 8%. Oklahoma and Kansas 
raised theirs by 2% and 4%, respectively, over 
their year-ago totals. New Mexico and Arkansas 
cut their output slightly. Since Texas is by far the 
largest producer, Texas oil interests feel that they 
are holding an umbrella over the rest of the industry 
by bearing the brunt of the cutback. 

Texans therefore feel that either their own quotas 
should be liberalized or that other oil states be swung 
into line with Texas. 


Martin STOLLER 
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Business Forecasts 
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preceding year. Civilian food consumption in 1950 probably 
will continue at about the same level as in the past two 
years, on a per person basis. . . . The total amount of food 
exported is likely to be somewhat smaller . . . some in- 
crease from the 1949 rates [in consumption of] margarine, 
turkey, eggs, lard, frozen vegetables, frozen fruit juices, 
and dry edible beans; and some decline in butter, chicken, 
fresh fruits, and canned fruit juice.” 

Bureau of Agricultural Economics (Livestock and Meat 
Situation, released May 6)—Steer slaughter in 1950 may not 
total greatly different from 1949. Cow slaughter may also 
be about the same as last year.” 


Steel 


T. M. Girdler, chairman, Republic Steel Corporation (in 
an address to shareholders, May 10) —“We have every reason 
to believe our business will continue to be good at least 
through the third quarter of the year.” Citing records in 
the automotive, appliance and construction industries, he 
said: “All this production means steel demand will be high.” 

Eugene G. Grace, chairman, Bethlehem Steel Corporation 
(at a press conference, as reported in The Wall Street 
Journal, April 28)—“T look for full operations through the 
third quarter because of business on hand and the bookings 
we are making. Beyond that I don’t want to make any pre- 
dictions.” 

Admiral Ben Moreell, president, Jones and Laughlin Steel 
Corporation (at a press conference as reported in The Wall 
Street Journal, April 27)—“I think production will stabil- 
ize at around 100%, plus or minus, for the rest of the year. 
Tt will be in that area.” 


Hosiery 


Earl Constantine, president, National Association of 
Hosiery Manufacturers (annual report, May 1)—“We have 
every reason to expect a healthy and strong market when 
the summer months draw to a close.” 


CreciteE PoLiack 
Division of Business Economics 


That Deficit Is Growing! 


HE PROSPECTIVE deficit for the coming fiscal 

year is expected to be $1.2 billion higher than the 
$5.1 billion estimated by the President at the begin- 
ning of the year. 

This is according to Congressional experts. Revised 
figures issued by the Bureau of the Budget are more 
optimistic, but they also show a larger deficit than the 
President’s estimate. If various proposed programs 
which were included in the original budget had not 
been excluded from the revised estimates, an even 
larger deficit would have resulted. 

As for the current fiscal year, which will end June 
30, the Budget Bureau and the staff of the Joint 
Committee on Internal Revenue Taxation both agree 
that federal revenue (net budget receipts) was over- 
estimated in the budget by $1.2 billion. The Budget 
Bureau has also lowered the expenditure estimate for 
the fiscal year 1950 by $1.3 billion, thus cutting the 
estimated deficit by $100 million. However, a large 
part of this reduction is the result of the fact that 
certain operations are not proceeding as rapidly as 
expected so that expenditures to which they give rise 
will fall in the next fiscal year rather than in this one. 


HIKES IN FISCAL 1950 


When the President released his budget in January, 
deficits were placed at $5.5 billion and $5.1 billion 


for the fiscal years 1950 and 1951, respectively. There 


have been two revisions in these estimates since that 
time—one by the staff of the Joint Committee on 
Internal Revenue Taxation and the other by the 
Bureau of the Budget. 

In his budget message, the President estimated 
expenditures for the current fiscal year at $43.3 
billion. The Bureau of the Budget reduced this total 
by $1.3 billion in a revised estimate as of April 19. 

National defense expenditures have been revised 
downwards by $500 million—from $13.1 billion to 
$12.6 billion. This reduction has been brought about 
mainly by a delay in deliveries—particularly ord- 
nance which has been ordered but which will not be 
delivered until the next fiscal year. Actually, this is 
not a reduction in expenditures since these items, 
amounting to approximately $370 million, will be car- 
ried into the 1951 fiscal year. The remainder of the 
$500 million comes from estimated savings of about 
$150 million as a result of Secretary Johnson’s econ- 
omy program in the Department of Defense. 

In the international programs, estimated expendi- 
tures have been lowered by $300 million. The greater 
part of this reduction is merely a technical bookkeep- 
ing item for ECA transactions—a decline in processing 
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vouchers for goods delivered but for which payment 
has not been made. It is expected that these vouchers 
will catch up with deliveries in 1951. Delay in getting 
the military assistance program under way is an- 
other factor in the estimated reduction. 
Veterans’ programs have been increased by $100 
million—from $6.9 billion to $7.0 billion. Most of 


Federal Budget Receipts, Expenditures and 
Deficit, Fiscal Year 1950 
Billions of Dollars; First Ten Months Cumulative 
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Note: First ten months, actual figures; totals for year are revised budget 


estimates. 
Sources: Treasury Department; Bureau of the Budget 
these individual programs show some rise. Readjust- 
ment benefits and pensions especially are running 
larger than first estimated. 


Some Estimated Declines 

While expenditures for interest and agriculture 
have not been changed, other outlays have been re- 
vised downwards by $600 million. More than half 
this estimated decline is from an increase in the sale 
of mortgages by the Federal National Mortgage Asso- 
ciation and greater receipts from other housing agen- 
cies. There is also a decline of about $100 million in 
certain construction programs of the Atomic Energy 
Commission from the January estimates. 

On the revenue side there is a $1.2 billion correction 
in the President’s original estimate—on the down- 
ward side. In January, the budget placed receipts 
(net budget receipts) at $37.8 billion. An estimate 
prepared in April by the staff of the Joint Committee 
on Internal Revenue Taxation puts these receipts at 
$36.6 billion—mainly as a result of decreases in indi- 
vidual and corporate income taxes. In the revised 


, 


_ figures issued shortly thereafter by the Bureau of the 


Budget, the estimated receipts were in agreement 
with those of the Congressional experts. The staff of 
the Jot Committee does not make any expenditure 
estimates. But using the revised estimate of $42.0 
billion made by the Budget Bureau, the budget deficit 
would then come to $5.4 billion for the fiscal year 
1950—$100 million under the January estimate. (See 
Table 1.) 

For the first ten months of the current fiscal year 
(through April), the budgetary deficit totaled $2.6 
billion. Net receipts for this period came to $30.3 
billion, while expenditures reached $32.9 billion. Fed- 
eral revenue is usually low in May and rises in June. 
Expenditures will probably show a sharp increase 
toward the close of the fiscal year. (See chart.) 


CUTS IN FISCAL 1951? 


The Budget Bureau now estimates expenditures for 
the fiscal year 1951 at $41.4 billion, or at $1 billion 
less than was estimated in the January budget. This 
total includes the $1 billion ($979.5 million) reduction 
in expenditures estimated by the House Appropri- 
ations Committee as a result of the cuts in the Presi- 
dent’s appropriation requests. The House, however, 
increased some of the amounts recommended by the 
committee. There are also revisions in international 
and other outlays. 

National defense outlays remain the same at $13.5 
billion. Although the procurement lag was carried 
over from the 1950 fiscal year, there will also be about 
the same carry-over at the end of the 1951 fiscal year. 
Some of the estimated outlays will be for different 
goods (because of a procurement lag). The recent 
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request of Secretary of Defense Johnson for an addi- 
tional $350 million, now approved by the House of 
Representatives, will have a slight effect on the 1951 
expenditures, but not enough to change the rounded 
figure shown here. Most of the $350 million is for 
new contract authority—$200 million for Air Force 
plane procurement and $100 million for Navy air- 
craft procurement—and is not expected to require any 
outlay of funds during the 1951 fiscal year. Very 
little of the other $50 million—a cash request for 
Navy antisubmarine work—is expected to be spent in 
1951. The House also added an additional $35 million 
to defense appropriations. 

The reduction in international outlays is based on 
any action Congress may take in cutting foreign aid 
requests. This possible reduction will be offset by an 
increase in the processing of vouchers, so the estimated 
total is down by $100 million from the January esti- 
mate. 

Expenditures for agriculture have been revised 
upwards by $500 million to take care of price-support 
operations of the Commodity Credit Corporation. 

The decline in other programs amounts to $400 
million. A part of this reduction is effected by leaving 
out of account legislation requested by the President 
in the budget, but for which no Congressional action 
is expected to be forthcoming. This includes aid to 
education, which was estimated to require about $300 
million in expenditures; and middle-income and other 
housing programs, accounting for about $200 million. 
Though the postal deficit may be larger than antici- 
pated (perhaps by $200 million) and expenditures 
for other items may exceed estimates, the net reduc- 
tion comes down to $400 million. 


TABLE 1: BUDGET RECEIPTS AND EXPENDITURES, AND REVISED ESTIMATES, FISCAL YEARS 1950 AND 1951 
Tn Billions 


REcEIPTS 


Direct taxes OMINCIVIGUAIS! conics cscs ccs Roles aisle a6 aes «soa os akowids.< 
Directitaxes ON! COLrPOPratiONg sn cis net s1..0 «oa vie cisiers b19 ates ai00 9 40/4 6's 
EVECISCLEAS CS Wate We on eoencee eRe Wek orcs seh nes aie craters lave rete.aauanel nibs a 


Customs....... 1.0 8 Si Wa Big ARS Hots ON SEES Cn eeu ee 


National defense wrtiincin sb ry sisiene cicesteate alates eiarsuotal av araliebacelste , a-ajlalo' 
PLECNALLON Aleem es eer iter ne Als Sree eee cle Suey on ce ade das 


1Estimate as of April 19. 


Estimated for Fiscal Year, 1950 Estimated for Fiscal Year, 1951 
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2Estimate as of April 12. 


Sources: Bureau of the Budget; Joint Committee on Internal Revenue Taxation 
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TABLE 2: RATES FOR PRINCIPAL EXCISE TAXES, 1939 AND 1950 
Source: Treasury Department 


Item Peat: oe - Present Rates Item SSemarte pce ; Present Rates 
Admissions............ 1¢ per 10¢ or fraction}1¢ per 5¢ or major| Luggage....... ......-] ses eee eee 20% of retail price’ 
if 41¢ or more fraction Matches 24.55. toh) cc: soto mae re nee 2¢ per 1,000 
Alcoholic beverages Musical instruments....} = ..........- 10% of mfrs’ price 
Distilled spirits........ $2.25 per proof gal. $9 per proof gal. Phonographs and phono- 
Rectification.......... 30¢ per proof gal. No change graph records:.a.bunee ine. eo eee 10% of mfrs’ price 
Fermented malt liquor. }$5 per bbl. $8 per bbl. Photographic apparatus.|  ........... 25% of mfrs’ price 
Still wines............ 5¢, 10¢, 20¢ per gal. 15¢, 60¢, $2 per gal. Photographie filme! ce | aan eee ace oe 15% of mfrs’ price 
Sparkling wines....... 216¢ per 14 pint 15¢ per 4 pint Pistols and revolvers....|10% of mfrs’ price 11% of mfrs’ price 
Automobiles Playing cards.......... 10¢ per package 13¢ per package 
Passenger automobiles. |3% of mfrs’ price 7% of mfrs’ price IOS pra mere eae 5% of mfrs’ price 10% of mfrs’ price 
Trucks and buses...... 2% of mfrs’ price 5% of mfrs’ price Refrigerating equipment 
Parts and accessories. ..|2% of mfrs’ price 5% of mfrs’ price Household refrigerators|5% of mfrs’ price 10% of mfrs’ price 
Billiard and, bowling22"|.5 ms-asceet ee $20 per year per unit Air-conditioning units..| = ........... 10% of mfrs’ price 
Business and store ma- Sporting: goodsi/:4i.57)| tees oceans 10% of mfrs’ price 
chines, (525: s0.ehed. oe 2 WO Pee eater 10% of mfrs’ price Sugars hha eke ates Approx. 44¢ per Ib.|No change 
Cabarets... gee sshenan 14¢ per 10¢ or fraction|20% of total charge No change 
on 20% of charge Telephone and telegraph 
Coin-operated devices!..} =... ae ee $10 and $100 per year} Domestic telegraph, 
per machine cable and radio; leased 
Documentary stamps WADCS: ypc ea entn cbse 5% of amount charged’|25% of amount charge 
Deeds of conveyance. ..|50¢ per $500 or fraction|55¢ per $500 or fraction] International telegraph, 
if value is over $100 | if value is over $100 cable and radio....... 5% of amount charged’|/10% of amount charge 
Issues of stocks and Toll telephone......... 10¢, 15¢, 20¢ 25% if charge is over 24 
bonds? 0G ni acta 10¢ per $100 11¢ per $100 Local telephones. fa 4.0), W0lbe sbaeee st oe 15% of amount charge 
Transfers of stocks and Wire and equipment 
bonds®) ec Ceee cee 4¢ per $100 5¢ per $100 SEVVICEL Lys eieact ante eie 5% of amount charged|8% of amount charge 
Dues and initiation fees. |10% of amount paid {20% of amount paid Pires s.[ asses wack 214 ¢ per lb. 5¢ per lb. 
Electric, gas and oil Tubes....... enters eee 4¢ per lb. 9¢ per lb. 
appliances. Jie sis hee | ele aie ee aes 10% of mfrs’ price! Tobacco 
Electro, light bulbst | tues ae eee 20% of mfrs’ price Cigarettes (small)..... $3 per 1,000 $3.50 per 1,000 
Electrical energy....... 3% of sale price 314% of sale price Cigars (large)......... $2-$13.50 per 1,000 $2.50-$20 per 1,000 
Firearms, shells, car- Tobacco and snuff..... 18¢ per lb. No change 
tridgesin Spi ture 10% of mfrs’ price 11% of mfrs’ price Toilet preparations..... 10% of mfrs’ price 20% of retail price 
Fur’articlest cient crest mente tae 20% of retail price Transportation : 
Gasoline. )5..0% «chao 1¢ per gal. 1144¢ per gal. Persons) (2), i520 feats Aer mesiacsiore Seeaclet 15% of amount paid — 
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Lubricating oils........ 4¢ per gal. 6¢ per gal. pipelined Vaya eee 4% of amount paid 416% of amount pa 


1Lower rate for amusement devices, higher rate for gambling devices. 

2For a stock without par or face value: (a) if actual value is less than $100, 2¢ per $20 
or fraction in 1939 and 3¢ at present; (b) if actual value is more than $100, 10¢ per $100 
or fraction in 1939 and 11¢ at present. : 

®For stock without par or face value, 4¢ per share in 1989 and 5¢ at present. If sellin 
price is $20 or over, whether with or without par or face value, rate was 5¢ in 1939 an 
6¢ at present. 


On the revenue side are two divergent estimates. 
When the budget was released in January, it showed 
net budget receipts of $37.3 billion for 1951. The 
staff of the Joint Committee came out, in April, with 
a figure $2.2 billion lower. 

In the revised estimates, the Budget Bureau shows 
net budget receipts of $36.2 billion. This is $1.1 
billion under the January estimate but $1.1 billion 
higher than the estimate by the Joint Committee staff. 
If the revised budget figures are used, the deficit for 
the fiscal year 1951 comes to $5.2 billion. If the 
Congressional estimate is used, the deficit reaches 
$6.3 billion. (See Table 1.) 

Why this disparity? The staff of the Joint Com- 
mittee assumes personal income of $212 billion for the 
calendar year 1950 and an annual level of $207 bil- 
lion in the first six months of the calendar year 1951. 
The January Budget Bureau figures, on the other 
hand, assume a personal income level of $212 billion 


4Vacuum cleaners exempted. 


5Watches retailing for not more than $65 and alarm clocks retailing for not more th 
$5 taxed at 10%. Silver-plated flatware exempted. 


6Including handbags, wallets, etc. 
710 ¢ per message for cable and radio messages. 


running through June 30, 1951.1 (These Budget Bu- 
reau revenue estimates, incidentally, are prepared in 
the Treasury Department.) 

The assumptions used in the revised Budget Bureau 
estimates are not known, but apparently the Treasury 
does not foresee a decline in personal income as sharp 
as that estimated by the Joint Committee staff. 

Regardless of the estimates considered, large deficits 


loom. Their size will in part be determined by what 


Congress does meanwhile. So far, there has been no 
major tax legislation enacted at this session of Con- 
gress.27, The House Ways and Means Committee has 
tentatively approved excise-tax reductions and cer- 
tain other revisions, while the bill covering the tax- 
ation of life insurance companies is being ironed out 
in a Senate-House conference group. Under present 
tax provisions, life insurance companies had prac- 


1The personal income figures exclude National Service Life Insur- 
ance refunds, since they are not taxable. 
*Excepting repeal of the oleomargarine taxes. 
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tically no income-tax liability for the years 1947-1949. 

While the President recommended some excise-tax 
reductions, he also called for the closing of certain 
“loopholes” to make up for the loss in excise revenue. 
He also asked for revisions in estate and gift taxes and 
in the corporation income tax—all of these estimated 
to produce an additional $1 billion. The House Ways 
and Means Committee’s recommendations have gone 
much further than the President’s requests for cut- 
ting excises. Whether any major actions will be taken 
to compensate for revenue losses from excise reduc- 
tions remains to be seen. 


THE PRESIDENT’S PROGRAM 


The Administration’s excise-tax proposals called for 
reductions in the retail excises from 20% to 10% 
(with baby oils, powders and lotions exempted from 
tax), elimination of the 3% rate on the transporta- 
tion of property, a reduction from 15% to 10% for the 
tax on the transportation of persons, and a cut to 
15% from 25% for long-distance telephone and tele- 
graph messages. On an annual basis, these reductions, 
as estimated by the Treasury Department, would re- 
sult in revenue losses of $695 million. Since the pro- 
posals also called for the inclusion of television sets 
under the manufacturers’ excise tax on radios, which 
would add $40 million, the net revenue loss comes to 
$655 million. 

The House Ways and Means Committee has tenta- 
tively approved excise-tax reductions of more than 
$1 billion. Going much further than the President’s 
recommendations, the action of the committee pro- 
duced the following reductions: the admissions tax 
from 20% to 10%, with admissions for nonprofit ac- 
tivities such as college plays, church functions, etc., 
exempted entirely, although college sporting events 
would be subject to tax;! the manufacturers’ excise 
tax on business machines from 10% to 5%; the retail 
taxes on furs, jewelry (low-priced watches and clocks 
exempted entirely), toilet preparations (baby oils, 
powders and lotions exempted entirely) and luggage 
(handbags, etc., exempted entirely) were cut from 
20% to 10%; plain matches from 2 cents a thousand to 
1 cent a thousand; and the manufacturers’ excise on 
photographic, apparatus from 25% to 10% and on 
photographic film from 15% to 10%, with photo- 
graphic apparatus and film exempted entirely if used 
as part of a running business. The 20% manufac- 
turers’ tax on electric light bulbs and tubes was en- 
tirely repealed as was the 10% tax on oil, gas or 
electric cookstoves and household water heaters, elec- 
tric irons, nonhousehold electric fans, electric air- 
space heaters and heating pads and blankets. House- 
hold refrigerators received a reduction from 10% to 
7% (deep freezers were made taxable) . 


1Another revision approved by the committee would have the 
admission tax computed on the actual amount paid where reduced 
admissions are in effect. Lower rates for children are a case in point. 


The committee also recommended a cut from 20% 
to 10% in the cabaret tax, with dance halls selling 
only soft drinks exempted entirely; a reduction in 
the transportation tax on persons from 15% to 10% 
and on freight from 3% to 112%, with the 4-cent-a- 
ton tax on coal reduced to 2 cents. The tax on “econ- 
omy brand” cigarettes would be lowered by 21/10 
cents a pack. On residential telephone service, the 
tax would be cut to 10% from 15%; on long distance 
and radio telephone service, from 25% to 20%. The 
tax on telegrams and radio dispatches would be low- 
ered to 10% from 25% and on leased wires to 20% 
from 25% (no change in the 8% tax on wire equip- 
ment services or in the 10% tax on international 
cable and radio messages). The committee also de- 
cided not to tax television sets as requested by the 
President. Among other recommendations were re- 
ductions for cigars and musical instruments. 

The House Ways and Means Committee has ten- 
tatively approved some proposals to bring in addi- 
tional revenue. One revision deals with the tax treat- 
ment of dealers in tax-exempt bonds. Another would 
extend the corporate income tax to the earnings of mu- 
tual savings banks and building and loan associations 
not distributed to depositors or holders. One Treas- 
ury proposal also received approval: A net loss from 
a sale of property used in trade or business would be 
charged against capital gains (except in certain cases) 
and not as a deduction from ordinary income as now 
permitted. The three revisions, it is estimated, would 
yield about $175 million. 

The committee has also tentatively approved a 
10% withholding tax at the source on dividends. In- 
come taxes on capital gains of individuals would be 
lowered as follows: The time an asset must be held 
to qualify for the special capital gains treatment 
would be reduced from six months to three months 
and the effective rate of tax on such capital gains from 
25% to 16%. The committee rejected the Treasury 
proposals for revising the estate and gift taxes. 


REVENUE PROPOSALS 


Among the tax “loopholes” for which remedial 
legislation was requested by the President are special 
depletion allowances, the business operations of chari- 
table and educational organizations, a more inclusive 
tax base for the taxation of life-insurance companies 
(in addition to the changes embodied in the bill now 
in conference), and certain changes in the present 
capital gains tax. 

The House Ways and Means Committee has re- 
jected the President’s recommendations on depletion 
allowances while deciding to include additional mining 
operations under these benefits. The committee also 
recommended a reduction from 6% to 2% in the in- 
terest rate paid on tax refunds.+ 

1Recommendations voted by the committee through May 18th. 
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Table 3: Corporate Income-tax Liability under 
Present Law and under President’s Proposal 
Source: Treasury Department 


Tax Liability 
Net Income 
Present Law Proposal Per Cent Change 
B5000.5 5. erase $1,050 $1,050 0 
10,0002 ae eee 2,200 2,200 0 
25,000. ential Nero 5,750 5,750 0 
SO!000 265.7 eect 8,400 7,850 6.55 
50,000. Soo eiavees 19,000 16,250 —14.47 
60,000.65 oie .tc:< cetietons 22,800 20,450 -10.31 
NG,000! cuneate 28,500 26,750 -6.14 
LOOSQOO Rate teria $8,000 37,250 -1.97 
L18\7504 2 Sa a eee. 45,125 45,125 0 
250000 nae cen seers 95,000 100,250 +5.53 
TU OOOSO00 Ake tae ae 380,000 415,250 +9.28 
10,000,000............. 3,800,000 4,195,250 +10.40 
100,000,000............. 38,000,000 41,995,250 +10.51 


The President’s program also called for a $1 billion 
increase in revenue from revisions in the corporate in- 
come tax and estate and gift taxes. The estate and gift 
provisions would, in brief, integrate the gift and es- 
tate taxes into a single transfer tax, increase rates, 
and revise the treatment of property placed in trust. 

The corporate income-tax revisions in the Adminis- 
tration’s program provide for an increase in the gen- 
eral corporate rate from 38% to 42% and the elimi- 
nation of the so-called “notch,” where corporations 
with net incomes between $25,000 and $50,000 are 
taxed at the high rate of 53%. 

These proposals would apply the general rate to all 
corporations with net incomes above $25,000, leaving 
the lower rates on corporations with incomes under 
$25,000. The results of these proposals are shown in 


Table 3. The Secretary of the Treasury also recom- 


mended a five-year carry-over with a one-year carry- 
back for offsetting losses. 

A proposal (not among those made by the Presi- 
dent) for increasing revenue, at least for a year or two, 
is now known as the Mills plan. Corporations are now 
permitted to spread their income-tax payments over 
a full year. Under Representative Mills’ proposal, the 
period would be reduced to six months. This would 
have the effect of increasing revenue for a brief period. 
Another proposal, made by Representative Eber- 
harter, calls for the reimposition of the excess-profits 
tax. 


STATUS OF THE MONEY BILLS 


The House has passed the omnibus appropriation 
bill for the fiscal year 1951. This covers all agencies, 
although it excludes items such as foreign aid and 
permanent and indefinite appropriations. The budget 
requests amounted to $28.7 billion in appropriations 
for the items in the bill, plus $2,261 million in con- 
tract authorizations. The House Appropriations Com- 
mittee recommended $27,266 million in appropriations 
and $2,079 million in contract authorizations. 

As finally passed by the House, the bill totaled 
$29.5 billion (including contract authorizations) — 


about $1.5 billion under the Administration’s re- 
quests but higher than was recommended by the Ap- 
propriations Committee. The bill carried $27.3 bil- 
lion in direct appropriations and $2.1 billion in con- 
tract authorizations. These amounts will be reduced 
by application of the Taber amendment, which limits 
the obligational authority of federal agencies and re- 
lates to both appropriations and contract authoriza- 
tions. But the exact amount of reduction has not 
yet been determined. 

The foreign aid authorization bill as it emerged 
from a House-Senate conference group carried $3.1 
billion, covering the European Recovery Program, aid 
to Korea, aid to noncommunist China, Palestine 
refugees, the International Children’s Emergency 
Fund, and the “Point 4” program. The President’s 
request for the ERP was reduced by $250 million. 
The Point 4 authorization received a $10-million cut 
—from $45 million to $35 million. 

Despite the attempts of some members of Congress 
to cut federal spending, progress in that direction is 
not marked. Perhaps the best example is the rivers 
and harbors bill. The President did not call for any 
new projects in his budget message. Yet the Senate 
went ahead to add about $500 million to a House- 
approved bill authorizing a number of projects despite 
attempts by Senator Paul H. Douglas to trim the 
amount. A MHouse-Senate conference committee 
agreed on additions to the House bill totaling $366 
million and an over-all total of $1.5 billion. 

The Appropriations Committee’s opportunities are 
limited. There are many items in the budget which 
call for practically automatic appropriations. Many 
of these are necessitated by existing legislation, and a 
revision in the basic law would be required to effect 
reductions. 

For example, interest on the debt ($5.6 billion) is a 
permanent appropriation. Veterans’ direct benefits 
($4.7 billion) are made pursuant to law. Various 
grants to states for social security and health, among 
others, are automatic payments ($3 billion). Large 
amounts (about $6.5 billion) are for expenditures 
classified as public debt transactions, etc., and for 
liquidation of contract authorizations. 


Brernarp Moss 
Division of Business Economics 


Social Security Legislation Throughout the World— 
Legislative provisions concerning programs for old-age, 
invalidity and survivorship insurance health and maternity 
insurance, workmen’s compensation, unemployment in- 
surance, and family allowances are summarized in tabular 
form in this comprehensive report. Bureau Report No. 16, 
Division of Research and Statistics, Social Security Ad- 
ministration, United States Government Printing Office, 
Washington, 1949, 176 pages. Price, '75 cents. 


Selected Business Indicators 


: (Annual statistics appear in “The Economic Almanac 1950,” pages 38, 39) 


1949 Percentage Change 


Item Unit February, 3 Months, 
February January December March Marcle 3 ne a 
1950 1950 
dustrial Production 
fotal(HRB) (S). 20.0... Scene ee 1935-39 = 100 183 |r 179 184 +2.8 2.5 
Manufacturing (FRB) (S)........ 1935-39 = 100 192 188 193 +1.0 -1.5 
Durable goods (FRB) (S)....... 1935-39 = 100 209 |r 203 223 +2.4 -7.0 
BRS Ae aay Rube Fee oN ihe sass 000 net tons 7,930 7,717 8,388 +10.2 St 
TENS WIEN, etc ee le area 000 net tons 5,294 5,231 5,820 +10.3 -16.1 
Copper (refined).............. net tons 95,229 94,947 88,165 +20.6 +22.7 
Lead (refined)................ net tons 47,512 48,896 51,373 +17.8 -2.9 
mane (slab yee ts adie wid Sete: net tons 69,948 71,327 78,121 +11.9 —xD) 
Glass containers.............. 000 gross r 7,952 6,963 7,288 +11.6 +11.5 
WPOMAD ET Mee Cts sae ear tas million bd. ft. 2,387 2,956 2,658 +25 .5 +13.9 
Machine tools!............... 1945-47 = 100 52.8 15.7 75.8 +34.4 -14.2 
Machinery (FRB)............ 1935-39 = 100 228 907 252 +2.5 -9.5 
Transportation equip. (FRB). .|| 1935-39 = 100 243 r 211 240 +2.8 —7.4 
Automobiles, factory sales..... units 487,854 291,358 402,402 +21.9 +27.5 
Nondurable goods (FRB) (S)....|| 1935-39 = 100 179 176 168 —0.6 +4.3 
Cotlonaty wns. ee ket ote bales 898,228 734,186 734,013 721,378 +21.5 +16.5 
AUG ia) NA RS sae ee million pounds n.a. 52.5 47.6 44.0 -1.7b +11.1d 
Rayon yarn?,.........0...06.. million pounds 81.0 78.1 79.7 57.9 +13.3 +20.6 
Food prod., mfd. (FRB) (S). ..|| 1935-39 =100 || p 166 161 |r 160 162 +3.1 +0.8 
Chemicals (FRB) (S)......... 1935-39 =100 || p QAT 249 246 Q45 0 -1.2 
Newsprint, North American. ..|| short tons 532,206 491,286 484,726 534,100 +13.6 -0.9 
[Ra DeERA em ae «ie ie efaaaieh % of capacity ||p 102.6 98.7 90.4 89.1 +1.5 +9.4 
Raperboardsci- cas ols sos odds % of capacity 91 88 83 79 =l +7.5 
Boots and shoes.............. thous. of pairs n.d. r $38,696 34,124 37,089. +1.55 +5.3d 
Cigarettes (small)?............ millions 32,111 29,290 24,776 31,448 +25 .2 +3.1 
Mining (FRB) (S)............... 1935-39 =100 || P 143 130 132 136 +21.2 =9.9 
Bituminous coal.............. 000 net tons 52,435 31,277 36,028 33,762 || +344.1 -25.9 
LIU ot a ea 000 net tons 4,894 2,914 2,746 2,373 +89.6 +15.2 
Crude petroleum?............. 000 barrels n.d. 4,922 5,024 5,376 0.96 -8.1d 
BEEEPIC DOWETA. 6065 ce ache eb evaae million kwh 5,954 5,949 5,836 5,475 +0.3 +5.6 
BREMEU ION. Be vie ea. 'f's it cis icin Sea 6 000 dollars 1,300,201 730,855 | 929,030 747,619] +66.8 +56.2 
[leavy engineering—Public®........ 000 dollars 74,008 121,856 96,626 79,894 +7.9 +25 .2 
leavy engineering—Private®,...... 000 dollars 124,683 102,996 107,013 76,087 68,812 +21.1 +52.3 
stribution and Trade 
‘arloadings, total**............... AA eh eed 696.4 569.2 603.1 623.2 663.4 | 422.4 -9.3 
arloadings, miscellaneous**........ thousand ears 337.9 324.6 312.8 307.9 348.6 +4.1 -5.3 
etail trade (NICB) (S)........... 1935-39 =100 n.a. 318.3 313.6 322.7 317.1 +1.56 -1.6d 
epartment store sales (S)......... 1935-39 = 100 274 r 280 282 293 279 -2.1 2.6 
ariety store sales (S)............. 1935-39 = 100 221.0 |r 226.0 228.1 235.4 226.3 -2.2 -2.0 
wural retail trade (S).............. 1929-31 =100 n.d. 315.9 324.6 360.6 Sai ol —2.7b -7 5d 
rocery chain store sales (S)7....... 1935-39 =100 366.0 368.0 356.0 361.9 367.1 -0.5 -0.4 
[agazine advertising linage........ thous. of lines 4,270 3,868 3,261 2,838 4,301 +10.4 -2.0 
mmodity Prices 
ll commodities (BLS)............ 1926=100 p 152.6 152.7 151.5 151.2 158.4 0.1 se 4.3 
Raw materials.................. 1926 =100 p 162.7 162.4 159.8 159.5 167.3 +0.2 7 3.5 
Semi-manufactured articles....... 1926=100 p 144.0 |r 144.3 |r 144.8 144.7 156.9 -0.2 2 =OR2 
Manufactured products.......... 1926 =100 p 148.8]r 149.0 148 .2 148.0 154.1 -0.1 A -3.9 
Farm products.................. 1926=100 ||p 159.4 159.1 154.7 154.9 171.5 +0.2 1 -7.6 
IDOUS EM enc ota iets crea neradh! cnet ea 1926 =100 p 155.5 |r 156.7 154.8 155.8 162.9 -0.8 a) 4.7 
ensitive industrial (NICB)!........ 1929 =100 139.7 140.3 141.6 143.5 144.3 -0.4 2 4.4 
ensitive farm (NICB)‘............ 1929 =100 170.0 169.8 166.9 167.3 171.2 +0.1 a! -1.5 
EAU DOTICES eine \ adie cixisce oc seared 1935-39 = 100 n.d. 183.3 183.8 184.4 189.2 —0.3b 1 -3 .6d 
turities 
otal stock prices (Standard & Poor’s)|| 1935-39 = 100 138.8 136.7 135.1 132.7 118.0 +1.5 6 +15.3 
MMIOUSEPIAIS. his Keno hee wee feeds 1935-39 = 100 146.5 144.4 142.6 140.3 123.7 +1.5 A +16.0 
PRIOR S tee ty ce) oF rete ddiees, oho cake a 1935-39 = 100 108.5 107.2 107.8 101.0 97.4 +1.2 A +6.8 
MU TTIBLICS Perret i nae reve ively vise 1935-39 = 100 109.6 107.4 105.8 104.1 95.3 +2.0 .0 +13.7 
otal no. shares traded N.Y. Stock Ex. thousands 50,546 43,282 54,738 47,565 24,807 +16.8 8 +103 .2 
orporate bond yields (Moody’s). . .|| per cent 2.84 2.83 2.83 2.86 3.0 +0.4 S -5.8 
1ancial Indicators 
ank debits, outside New York City§] million dollars 60,915 50,546 56,377 60,493 58,637 +20.5 mY) +3.3 
lew capital corporate issues........ 000 dollars 366,302 148,580 553,190 314,693 394,698 +146.5 2 -2.7 
efunding issues.................. 000 dollars 168,441 20,488 107,975 105,250 39,260 +722 .1 .0 +6517.7 
omm., industrial and agric. loans‘.|| million dollars 13,831 13,891 13,860 18,864 15,043 0.4 La | -9.0 
otal personal income (S)*°......... billion dollars n.a. 219.1 |r 218.1 211.9 211.3 +0.56 +2.7%d 
loney in circulation, end of month.|| million dollars 27,401 27,068 26,941 27,600 27,439 -0.1 -1.8 


SAdjusted for season variation 1Shipments 2Consumption; cigarette consumption measured by taxpaid withdrawal 2A verage daily 4Average weekly 5F. W. Dodge 
yineering News Record—average week] 7Grocery and combination chain store sales 8140 centers Annual rate aFebruary, 1949 bPercentage change, January, 1950, 
ebruary, 1950 cPercentage change, Pebraary, 1949, to February, 1950 dPercentage change, 2 months 1949 to 2 months 1950 cEstimated .a.Not available Preliminary 
*Value as traffic indicator subject to variations in length of haul and amount asda rRevised 
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